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Washington,  D.  C,  Tuesday,  November  9,  1920. 

The  Thirty-Second  Annual  Convention  of  the  National  Association 
of  Railway  and  Utilities  Commissioners  assembled  at  10  o'clock  a.  m. 
in  the  hearing  room  of  the  Interstate  Commerce  Commission  and  was 
called  to  order  by  the  President,  Hon.  Walter  A.  Shaw,  of  Illinois. 

President  SHAW — During  these  strenuous  times  it  surely -is  pleasant 
to  see  such  a  large  representation  responding  to  the  call  for  the  Thirty- 
Second  Annual  Convention. 

The  Secretary  will  call  the  roll  of  the  several  states. 

The  Secretary,  James  B.  Walker,  of  New  York,  called  the  roll,  and 
the  following  members  were  present : 

The  Interstate  Commerce  Commission.  Edgar  E.  Clark,  Chairman ; 
Charles  C.  McChord,  B.  H.  Meyer,  H.  C.  Hall,  W.  M.  Daniels,  Clyde 
B.  Aitchison,  Robert  W.  Wooley,  Joseph  B.  Eastman,  Henry  J.  Ford, 
M.  W.  Potter;  George  B.  McGinty,  Secretary;  Alfred  Holmead, 
Assistant  Secretary. 

Arkansas  Corporation  Commission.  Walter  G.  Brasher,  Commis- 
sioner. 

Colorado  Public  Utilities  Commission — A.  P.  Anderson,  Commis- 
sioner; Geo.  A.  Flannigan,  Secretary. 

District  of  Columbia  Public  Utilities  Commission — Brig.  Gen.  C.  W. 
Kutz,  Chairman;  Mabel  T.  Boardman,  Commissioner;  J.  T.  Hendrick, 
Commissioner ;  Walter  C.  Allen,  Exec.  Secy. 

Florida  Railroad  Commission — R.  Hudson  Burr,  Chairman;  Louis 
G.  Thompson,  Secretary. 

Georgia  Railroad  Commission — Paul  B.  Trammell,  Vice  Chairman; 
James  A.  Perry,  John  T.  Boifeullet,  J.  D.  Price,  Commissioners. 

Idaho  Public  Utilities  Commission — A.  L.  Freehafer,  President. 

Illinois  Public  Utilities  Commission — Frank  H.  Funk,  Walter  A. 
Shaw  and  P.  J.  Lucey,  Commissioners ;  R.  Allan  Stephens,  Secretary ; 
W.  M.  Hammond,  Accountant. 

Indiana  Public  Service  Commission — E.  I.  Lewis,  Chairman. 

Iowa  Board  of  Railroad  Commissioners — Dwight  N.  Lewis,  Chair- 
man; John  A.  Guiher  and  Charles  Webster,  Commissioners. 
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Kansas  Court  of  Industrial  Relations — Clyde  M.  Reed  and  George 
W.  Wark,  Commissioners ;  Carl  W.  Moore,  Clerk ;  A.  E.  Helm,  Com- 
merce Counsel. 

Maryland  Public  Service  Commission — William  M.  Maloy,  Chair- 
man ;  Frederick  Harper,  Chief  of  Bureau  of  Rates  and  Tariffs;  Wil- 
liam F.  Strouse,  Chief  Engineer. 

Massachusetts  Department  of  Public  Utilities — Alonzo  R.  Weed, 
Commissioner. 

Michigan  Public  Utilities  Commission — William  M.  Smith,  Chair- 
man ;  Slu-nnan  T.  Handy,  Samuel  Odell  and  Earl  R.  Stewart,  Com- 
missioners. 

Minnesota  Railroad  and  Warehouse  Commission — O.  P.  B.  Jacob- 
son  and  Fred  W.  Putnam,  Commissioners. 

Missouri  Public  Service  Commission — Edward  Flad,  Commis- 
sioner. 

Nebraska  State  Railway  Commission — H.  G.  Taylor,  Chairman ; 
T.  A.  Browne,  Commissioner. 

New  Hampshire  Public  Service  Commission — William  T.  Gunnison, 
Chairman ;  Thomas  W.  D.  Worthen,  Commissioner. 

New  York  First  District  Public  Service  Commission — James  B. 
\Valker.  Secretary. 

New  York  Second  District  Public  Service  Commission — H.  C.  Has- 
brouck.  Accountant. 

North  Carolina  Corporation  Commission — W.  T.  Lee,  Chairman ; 
George  P.  Pell  and  A.  J.  Maxwell,  Commissioners. 

North  Dakota  Board  of  Railroad  Commissioners — Frank  Milhollan, 
Commissioner ;  Fred  Premier,  Director  Division  of  Public  Utilities. 

Ohio  Public  Utilities  Commission — B.  W.  Waltermire  and  B.  M. 
Clen  Dening,  Commissioners. 

Pennsylvania  Public  Service  Commission — William  D.  B.  Ainey, 
Chairman. 

Rhode  Island  Public  Utilities  Commission — William  C.  Bliss,  Chair- 
man ;  George  A.  Carmichael,  Secretary. 

South  Carolina  Railroad  Commission — James  Cansler  and  H.  H. 
Arnold,  Commissioners. 

South  Dakota  Board  of  Railroad  Commissioners — J.  W.  Raish, 
Commissioner. 

.Virginia  State  Corporation  Commission — William  F.  Rhea,  Chair- 
man ;  Alexander  Forward,  Commissioner — J.  R.  Tucker,  Clerk. 

Washington  Public  Service  Commission — O.  O.  Calderhead,  Statis- 
tician. 

West  Virginia  Public  Service  Commission — Ernest  D.  Lewis,  Com- 
missioner. 

Wisconsin  Railroad  Commission — Carl  D.  Jackson,  Chairman ; 
Henry  R.  Trumbower,  Commissioner;  George  C.  Matthews,  Statis- 
tician. 

Honorary  Members — Edward  C.  Niles,  U.  S.  Railroad  Adminis- 
tration, former  Commissioner  from  New  Hampshire,  and  Martin  S. 
Decker,  former  Commissioner  from  New  York  Second  Distict. 

H.  M.  Olmsted,  American  Public  Utilities  Bureau,  New  York  City. 

H.  M.  Edwards,  National  Electric  Light  Association. 
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L.  A.  Robinson  and  G.  E.  Hustis,  American  Railway  Accountants' 
Association. 

H.  M.  Brundage,  American  Gas  Association. 

J.  C.  Van  Duyne,  National  Electric  Light  Association. 

C.  S.  Mitchell,  American  Electric  Railway  Accountants'  Asso- 
ciation. 

M.  H.  Aylesworth  and  S.  Z.  Mitchell,  National  Electric  Light 
Association. 

Fred  C.  Gerberich,  Bureau  of  Railways,  Department  of  Internal 
Affairs  of  the  State  of  Pennsylvania. 

President  SHAW — Gentlemen,  in  times  past  it  has  been  the  custom 
to  have  an  address  of  welcome  extended  to  this  Association  by  the 
Chairman  or  some  other  member  of  the  Interstate  Commerce  Com- 
mission. Since  our  last  meeting  in  the  Capital  the  Transportation 
Act  of  1920  has  been  passed,  and  I  am  sure  we  will  all  be  glad  to 
receive  light  upon  it.  It  affords  me  great  pleasure  to  present  to  you 
Hon.  Edgar  E.  Clark,  Chairman  of  the  Interstate  Commerce  Com- 
mission, who  needs  no  introduction  to  this  assembly.  [Applause.] 

ADDRESS  OF  WELCOME  BY  HON.  EDGAR  E.  CLARK. 

Chairman  CLARK — Mr.  President  and  Gentlemen — I  perform  no 
perfunctory  duty  in  extending  to  you  a  welcome  on  the  part  of  the 
Interstate  Commerce  Commission,  and  I  do  not  wish  to  perform  that 
pleasant  duty  in  a  perfunctory  manner.  For  myself  and  for  each  of 
my  colleagues  I  extend  to  your  Association  and  to  each  of  you  a 
cordial,  warm  and  genuine  welcome.  We  wish  you  to  feel  at  home 
and  free  to  command  us  in  any  way  in  which  we  can  contribute  to  the 
success  of  the  meeting  or  to  your  personal  comfort,  convenience,  or 
pleasure.  We  are  pleased  that  we  have  this  opportunity  to  renew  the 
pleasant  acquaintances  formed  at  former  conventions  and  to  make  new 
acquaintances  among  those  who  have  not  been  with  us  before. 

We  are  glad  to  have  the  opportunity  to  hear,  and  perhaps  participate 
in,  the  discussions  of  questions  of  profound  public  interest  that  will 
here  develop.  It  is  not  to  be  expected  that  we  will  all  think  alike 
as  to  these  questions  and  problems.  If  we  did  there  could  be  no 
discussions  from  which  we  could  gather  light  to  aid  us  in  formulating 
our  final  convictions  and  in  performing  our  respective  duties. 

The  year  which  has  elapsed  since  last  we  met  in  convention  has 
been  an  eventful  one.  War  is  waste.  It  arouses  all  that  is  evil  in 
human  nature.  Science  has  developed  means  for  protecting  the 
health  of  armies,  for  minimizing  the  fatalities  and  restoring  the 
wounded,  but  no  one  has  devised  any  means  by  which  war  can  be 
conducted  economically  so  far  as  the  expenditure  of  money  is  con- 
cerned. It  is  always  accompanied  by  a  necessary  prodigal  expenditure 
of  funds  and  also  by  indefensible  profiteering  on  the  part  of  those 
whose  avarice  for  money  predominates  over  all  other  instincts.  It 
brings  an  aftermath  of  unsettled  conditions  and  high  prices. 

Federal  control  of  railroads,  adopted  as  a  necessary  war  measure, 
was  terminated  February  29  by  act  of  Congress.  The  roads  were  re- 
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turned  to  their  owners  under  legislation  which  formulated  and  ex- 
pressed, and  was  designed  to  carry  into  effect,  a  public  policy  widely 
different  from  that  theretofore  pursued.  Costs  of  operation  increased 
tremendously  during  the  period  of  Federal  control.  They  were  not 
offset  by  commensurate  increases  in  rates  and  charges,  with  the  result 
that  huge  deficits  had  to  be  made  up  from  the  public  treasury.  The 
rates  that  were  in  effect  at  the  time  Federal  control  terminated  were 
wholly  insufficient  to  permit  the  roads  to  be  operated  under  corporate 
or  private  control  and  retain  solvency.  The  Congress  provided  a  Gov- 
ernment guaranty  for  a  period  of  six  months  during  which  it  was  ex- 
pected that,  in  accordance  with  the  terms  of  the  Transportation  Act, 
rates  would  be  so  adjusted  that  the  carriers  would  be  able  to  earn  a 
net  return,  the  reasonable  measure  of  which  was  specified  by  the  Con- 
gress. The  conditions  necessitated  and  forced  substantial  increases  in 
the  rates,  fares  and  charges  for  transportation.  Carriers  were  en- 
couraged to  present  petitions  for  such  increases  as  they  felt  were  neces- 
sary. Those  petitions  were  given  the  widest  circulation  and  through 
weeks  of  hearings  all  who  desired  to  be  heard  with  regard  thereto  were 
heard. 

In  this  proceeding  we  had  the  privilege  and  the  pleasure  of  having 
associated  with  us  three  members  of  State  commissions,  selected  by 
the  executive  committee  of  your  Association  responsive  to  our  invita- 
tion, to  sit  with  us  throughout  the  hearings,  the  oral  arguments  and 
the  conferences.  These  gentlemen,  Hon.  W.  D.  B.  Ainey,  chairman  of 
the  Public  Service  Commission  of  Pennsylvania,  Hon.  Royal  C.  Dunn 
of  the  Railroad  Commission  of  Florida,  and  Hon.  John  A.  Guiher  of 
the  Board  of  Railroad  Commissioners  of  Iowa,  devoted  their  time  and 
attention  to  the  case  in  a  most  faithful  and  commendable  manner. 
They  contributed  much  to  the  clarification  of  puzzling  angles  of  the 
situation,  and  we  can  only  hope  that  they  derived  as  much  pleasure 
from  the  experiences  and  association  with  us  as  we  derived  from  our 
association  with  them. 

The  conclusions  which  we  reached  were  assented  to  by  the  members 
of  the  State  commissions  who  sat  with  us,  and,  as  we  are  informed  by 
Mr.  Benton,  the  Solicitor  of  your  Association,  corresponding  increases 
in  intrastate  rates,  fares  and  charges  were  with  reasonable  promptness 
accorded  by  the  commissions  in  23  states.  In  only  two  states  were  the 
petitions  for  increases  denied  in  whole,  and  in  these  instances,  as  we 
are  informed,  the  carriers  made  no  effort  to  present  to  the  State  com- 
missions evidence  in  support  of  their  petitions.  In  the  remaining  states 
important  increases  in  rates  or  fares  or  both  were  accorded  by  the 
State  commissions.  In  several  states  the  commissions  held  that  they 
were  without  jurisdiction  to  authorize  increases  in  rates  or  fares  that 
had  been  fixed  by  statutory  enactment. 

In  each  case  in  which  increases  sought  have  been  denied  or  granted 
only  in  part  by  the  State  commission  the  carriers  have  petitioned  us 
under  the  provisions  of  the  Transportation  Act  to  institute  investiga- 
tion and  determine  whether  or  not  the  existing  adjustment  creates  or 
continues  undue  preference  of  state  traffic,  undue  prejudice  or  unjust 
discrimination  against  interstate  traffic,  and  the  means  by  which  such 
prejudice  or  discrimination,  if  found,  shall  be  removed.  These  ques- 
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tions,  upon  which  widely  varying  views  are  entertained,  are  trouble- 
some and,  in  a  sense,  unpleasant.  They  are  of  intense  interest  to  State 
commissions,  to  our  commission  and  to  the  railroads.  We  are  all 
officers  of  the  law  and  we  are  all  anxious  to  perform  properly  and 
conscientiously  our  duties  as  such.  I  assume,  of  course,  that  it  is  the 
desire  of  each  to  conform  to  the  laws  which  he  has  obligated  himself 
to  administer  and  abide  by.  It  is  to  be  devoutly  hoped  that  the  discus- 
sion of  these  questions  may  serve  to  clarify  doubtful  or  controverted 
points  and  assist  us  all  materially  in  rightly  doing  that  to  which  we 
have  devoted  our  energies. 

It  is  not,  I  think,  extreme  or  exaggerated  to  say  that  we  will  never 
again  have  in  this  country  private  control  and  operation  of  railroads 
unaccompanied  by  State  and  Federal  regulation.  And  even  if  we  shall 
come  to  Government  ownership  and  operation  the  necessity  for  a 
separate  tribunal  with  jurisdiction  to  determine  questions  of  reason- 
ableness of  charges  and  alleged  discriminations  will  be  present.  It  is 
to  be  noted  that  the  Government-owned  railroad  in  Alaska  and  the 
Government-owned  water  lines  acquired  during  Federal  control  are 
subject  to  the  provisions  of  the  Interstate  Commerce  Act.  The  Trans- 
portation Act,  1920,  is  a  solemn  declaration  of  the  Federal  policy  re- 
specting the  relation  of  the  carriers  to  the  public  and  to  the  Govern- 
ment and  with  regard  to  regulation  of  the  carriers'  activities.  The 
field  of  supervision  and  regulation  has  been  widened  and  activities 
heretofore  untouched  by  Federal  regulation  have  been  definitely  and 
specifically  brought  within  that  field. 

The  experiences  of  the  war  and  of  the  period  of  Federal  control  of 
railroads  brought  home  to  the  whole  country  a  realization  of  the  vital 
importance  of  adequate  transportation  facilities.  It  has  become  clear, 
as  it  was  always  obvious  upon  a  little  reflection,  that  private  capital 
will  not  furnish  transportation  unless  it  can  receive  a  reasonable  return. 
In  other  words,  if  we  are  to  have  adequate  transportation  facilities 
under  corporate  or  private  ownership  and  operation,  the  public  must 
pay  prices  for  the  services  rendered  that  will  make  the  business  reason- 
ably profitable.  The  basis  upon  which  to  determine  that  reasonable 
return,  as  laid  down  by  the  courts  and  by  the  Congress,  is  the  fair  value 
of  the  property  devoted  to  the  public  service.  The  determination  of 
that  fair  value  is  a  perplexing  problem  that  is  embarrassed  by  a  multi- 
tude of  details.  On  this,  as  on  all  other  important  questions,  there  are 
those  who  take  the  extreme  view  on  either  side,  and,  as  is  generally  the 
case,  the  truth  and  reason  lie  somewhere  between  the  extremes. 

In  the  Transportation  Act  the  Congress  has  in  effect  assured  the 
owners  of  these  properties  that  they  will  be  accorded  opportunity  to 
earn  a  reasonable  return  upon  the  value  of  the  property  which  they 
provide  for  use  by  the  public.  It  has  placed  upon  the  Interstate  Com' 
merce  Commission  the  duty  of  adjusting  rates  so  as  to  produce  that 
result.  This  is  a  very  definite  departure  from  the  policy  formerly 
followed  of  empowering  the  Federal  commission  to  prescribe  only  the 
reasonable  maximum  rate,  fare  or  charge.  The  broad  policy  adopted 
by  the  Congress  is  exemplified  by  the  liberal  provision  for  loans  to  car- 
riers from  the  public  treasury,  thus  rendering  possible  the  acquisition 
of  needed  facilities  that  it  might  otherwise  be  impossible  to  acquire. 
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and,  in  part  at  least,  protecting  the  less  fortunately  situated  roads  from 
an  overpowering  burden  of  interest  charges  which  otherwise  they 
might  be  obliged  to  assume,  however  doubtful  their  ability  to  carry  it 
nii^lit  be.  Recognizing  the  fact  that  a  comparatively  few  of  the 
stronger  and  more  fortunately  situated  roads  could  earn  a  fair  return 
under  rates  that  would  be  insufficient  for  the  greater  number  of  roads, 
and  in  an  effort  to  succor  the  needy  and  help  the  weaker  roads,  the 
Congress  provided  that  earnings  in  excess  of  the  specified  fair  return 
shall  revert  in  large  part  to  the  Government  and  be  used  as  a  revolving 
fund  from  which  financial  assistance  is  to  be  afforded  in  procuring 
facilities  with  which  to  improve  and  enlarge  the  transportation  system 
of  the  country. 

The  Commission  is  now  for  the  first  time  charged  with  the  duty  of 
supervising  the  issuance  of  securities  by  the  carrier  companies.  Care- 
ful study  of  the  conditions  led  to  the  practically  unanimous  view  that 
in  this  matter  the  Federal  jurisdiction  should  be  exclusive.  The  neces- 
sity for  such  supervision  was  long  ago  recognized  by  many  of  the 
states,  but  with  large  systems  of  road  running  through  several  states 
and  the  impracticability  of  issuing  stocks  and  bonds  against  the  segre- 
gated properties  lying  in  those  respective  states,  such  supervision  by 
states  was  unsatisfactory  and  in  a  large  sense  impracticable.  The 
necessity  for  governmental  supervision  of  these  matters  arose  from, 
and  was  demonstrated  by,  improper  and  indefensible  practices  of  in- 
flating the  indebtedness  and  obligations  of  certain  carriers,  thus  causing 
the  public  to  pay  returns  upon  fictitious  values,  or  imperilling,  for 
speculative  purposes,  the  solvency  of  the  companies.  Indebtedness  was 
laid  upon  some  which  it  was  practically  certain  the  property  would  not 
be  able  to  bear.  Receiverships  and  reorganizations  followed  and,  sur- 
prising as  it  may  seem,  in  many  instances  the  properties  emerged  from 
such  receiverships  with  increased  rather  than  reduced  capitalization. 
If  the  speculators  and  gamblers  who  perform  such  financial  jugglery" 
were  playing  only  with  their  own  money  and  the  transportation  facili- 
ties of  the  country  were  not  injuriously  affected  thereby  the  public 
would  care  but  little  about  their  gains  and  losses.  But  when  the  bonds 
and  stocks  are  sold  to  innocent  investors  who  suffer  when  the  crash 
comes,  and  when  the  public  is  deprived  of  adequate  transportation  as  a 
result  of  such  transactions,  the  investor,  the  public  and  the  honestly 
managed  roads  need  and  are  entitled  to  the  protection  afforded  by  strict 
supervision  by  disinterested,  responsible  officers  of  the  Government. 

For  the  first  time  the  Federal  law  requires  the  securing  from  the 
Commission  of  certificates  of  public  convenience  and  necessity  before 
a  new  road  can  be  constructed  or  operated  and  before  a  road  in  exist- 
ence can  be  abandoned.  In  this  connection  certain  powers  are  appro- 
priately reserved  to  the  states.  So  long  as  the  public  must  pay  reason- 
able return  upon  the  value  of  the  property  that  it  uses  it  has  the  right 
to  protection  against  unnecessary  or  unwise  expenditures  for  duplication 
of  lines  by  competing  systems,  and  against  the  building  of  roads  for 
purposes  of  pure  speculation  or  spite.  When  a  railroad  is  constructed 
industries  and  homes  that  are  wholly  dependent  upon  it  for  transporta- 
tion grow  up  along  its  line.  Surely  the  owners  of  those  industries  and 
homes  are  entitled  to  an  assurance  that  that  road  will  not  be  abandoned 
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except  for  reasons  that  appeal  to  the  judgment  of  an  authority  that 
represents  the  public  interest. 

For  the  first  time  the  Federal  commission  is  charged  with  the  duty 
of  regulating,  to  the  extent  that  may  be  found  necessary  to  meet 
emergencies,  the  service  of  the  carriers.  The  powers  that  are  con- 
ferred upon  it  in  this  regard  are  very  sweeping  and  necessarily  give 
wide  opportunity  for  the  exercise  of  discretion,  if,  and  when,  an 
emergency  arises.  This  question  is  to  be  discussed  by  another  and  I 
shall  refrain  from  attempting  to  touch  upon  the  particular  features 
of  the  law,  the  policy  under  which  it  is  being  administered  or  the 
vexatious  and  troublesome  questions  that  arise  thereunder,  other  than 
to  say  that  our  somewhat  brief  experience  since  the  termination  of 
Federal  control  has  furnished  abundant  evidence  of  the  fact  that  when 
it  comes  to  a  question  of  getting  or  being  deprived  of  service  the 
business  interests  of  the  country  are  more  interested  in  service  than 
they  are  in  the  exact  measure  of  compensation  which  they  are  to  pay 
therefor. 

The  Interstate  Commerce  Commission  is  charged  with  many  duties 
in  connection  with  the  adjustment  of  claims  on  part  of  the  carriers 
against  the  Government,  and  claims  of  the  Government  against  the 
carriers,  growing  out  of  the  possession  and  use  of  the  carriers'  prop- 
erties by  the  Government.  When  the  final  balance  sheet  shall  have 
been  completed  it  will  be  found  that  the  American  people  paid  a  hand- 
some sum  for  the  use  and  operation  of  the  railroads  during  the  war, 
but  as  such  use  and  operation  was  essential  as  a  war  measure  we  must, 
I  think,  in  fairness  consider  it  as  a  part  of  the  necessary  expense  of 
the  war. 

In  framing  the  Transportation  Act  the  Congress  refrained  from 
giving  its  attention  to  palliatives  and  temporary  expedients  and  formu- 
lated an  act  founded  upon  a  policy  which  contemplates  much  of 
permanency  and  which  clearly  can  not  be  consummated  except  after 
several  years.  That  policy  contemplates,  and  that  law  provides  for, 
a  consolidation  of  the  many  roads  into  a  limited  number  of  large 
systems.  This  consolidation  is  not  to  be  permitted  in  a  haphazard  way 
but  must  progress  under  a  predetermined,  general,  comprehensive 
plan.  For  many  years  the  popular  belief  was  that  we  ought  to  have 
the  largest  possible  measure  of  -competition  between  carriers.  Such 
competition  was  encouraged  and  all  attempts  to  suppress  or  minimize 
it  were  declared  to  be  unlawful.  If  we  were  to  have  no  governmental 
regulation  of  the  carriers  that  policy  might  be  in  the  interest  of  the 
public,  but  so  long  as  we  have  governmental  regulation  under  which 
the  Government  through  administrative  agencies  determines  what  the 
carrier  may  charge  for  its  services  unrestrained  competition,  fostered 
and  promoted  for  the  purpose  of  depressing  charges  to  the  lowest 
possible  level,  is  not  in  the  public  interest.  That  competition,  carried 
in  many  instances  to  a  ridiculous  extreme,  has  played  its  part  in 
bringing  the  railroads  of  the  country  to  the  financial  condition  in  which 
they  were  found  when  the  stress  of  war  came  to  tax  all  our  resources 
and  energies.  If  the  Government  determines  what  the  reasonable 
charge  shall  be  and  requires  safe,  reasonable  and  adequate  service,  it 
is  difficult  to  see  how  the  public  interest  can  be  served  by  fostering  a 


8  PROCEEDINGS  OF  THE  THIRTY-SECOND  ANNUAL  CONVENTION 

cut-throat  competition  between  a  large  number  of  small  and  im- 
pecunious roads  rather  than  to  consolidate  them  into  a  strong,  com- 
prehensive and  logical  system  which  can  at  less  cost  furnish  better 
service.  This  policy  of  consolidation  of  roads  is  rounded  out  and 
reinforced  by  exempting  such  transactions  when  approved  from  the 
operation  of  all  anti-trust  laws. 

As  a  part  of  the  new  policy  and  of  the  new  law  the  Federal  Gov- 
ernment has  in  large  measure  assumed  control  of  the  questions  of 
what  compensation  the  railroad  employees  shall  receive,  the  hours 
they  shall  work  for  that  compensation,  and  the  conditions  of  their 
employment  in  so  far  as  they  effect  the  compensation.  The  right  of 
the  carriers  to  earn  the  stipulated  percentage  of  return  upon  the  value 
of  the  property  devoted  to  the  public  use  is  contingent  upon  their 
being  honestly  and  efficiently  conducted  and  managed. 

More  stability  in  rate  adjustments  should  come  from  the  removal 
of  the  limit  upon  the  time  during  which  the  Commission's  orders  may 
continue  in  force  and  effect. 

It  is  therefore  seen  that,  when  summed  up,  this  new  policy,  while 
in  effect  guaranteeing  the  owners  of  the  property  opportunity  to  earn 
a  reasonable  return  on  the  value  thereof,  reserves  to  the  Government 
supervision  of  the  amounts  that  shall  be  charged  the  public  for  services, 
of  the  question  of  honest  and  efficient  management,  of  the  issuance  of 
stocks,  bonds  and  other  evidences  of  indebtedness,  of  the  amounts  that 
shall  be  paid  to  employees,  of  the  right  to  extend  or  abandon  lines, 
and  of  the  use  of  the  existing  facilities  whenever  emergency  or  public 
interest  requires  the  exercise  of  that  power.  The  public  interest  is 
paramount  to  the  interest  of  the  carrier  at  every  point  and  this  is  true 
even  as  to  the  level  or  measure  of  the  rates,  fares  and  charges  which 
the  carrier  may  collect  and  the  public  must  pay,  because  it  can  not  be 
said  that  the  public  interest  is  served  by  maintaining  a  level  of  rates 
which  is  insufficient  to  permit  the  furnishing  and  maintenance  of  an 
adequate  transportation  agency. 

The  purpose  of  the  Congress  to  preserve  to  the  states  their  police 
powers  and  their  right  to  regulate  their  internal  affairs  is  recognized 
throughout  the  new  act,  with  the  exception,  to  which  I  have  referred, 
of  supervision  of  capitalization,  and  the  reservation  of  the  Federal 
power  to  require  removal  of  undue  prejudice  or  unjust  discrimination 
against  interstate  commerce  caused  by  different  levels  of  state  and 
interstate  rates.  The  law  specifically  authorizes  cooperation  between 
the  State  and  Federal  commissions  in  matters  that  are  of  common 
interest  to  both,  which  we  have  for  some  time  favored  and  recom- 
mended. We  were,  of  course,  convinced  that  much  of  good  could  be 
accomplished  by  that  means  when  we  expressed  our  approval  of  and 
recommended  such  a  plan.  The  convictions  which  we  then  had  have 
been  greatly  strengthened  by  the  experiences  in  instances  in  which  such 
co-operation  has  been  had,  and  this  is  especially  true  of  the  instance 
to  which  I  have  referred  in  connection  with  the  recent  general  in- 
creased rate  case.  We  hope  that  this  practice  may  develop  and  expand. 
There  may  and  doubtless  will  be  instances  in  which  the  positions  of 
the  Federal  and  the  State  commissions  will  necessarily  be  rather 
diametrically  opposed,  but  it  may,  I  think,  safely  be  said  that  those 
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instances  will  almost  without  exception  be  attributable  to  jurisdictional 
questions  for  which  neither  commission  is  responsible.  In  instances  in 
which  the  views  of  the  Federal  and  the  State  commissions  may  diverge 
or  be  found  in  disagreement  it  may  become  necessary  for  the  Federal 
commission  to  exercise  the  powers  specifically  reserved  to  it  in  the 
Transportation  Act,  but  performance  of  duty  by  either  State  or 
Federal  commission  will  afford  neither  occasion  nor  reason  for  any 
differences  of  a  petty  nature  or  that  go  beyond  the  four  corners  of 
the  case  or  issue  in  question. 

Through  the  administration  of  the  law  the  carrying  out  of  the 
national  policy  which  I  have  briefly  sketched,  with  the  accompanying 
tremendous  responsibilities  and  arduous  duties,  has  been  placed  in  our 
hands.  In  this  undertaking  we  invite  your  assistance  and  cooperation 
in  so  far  as  you  can  consistently  accord  the  same.  A  full  measure  of 
success  can  not  be  achieved  unless  we  can  have  a  cordial  spirit  of 
helpfulness  and  cooperation  on  part  of  the  State  commissions,  the 
railroads,  the  shipping  public  and  ourselves.  That  spirit  now  obtains 
in  large  part  in  these  several  quarters.  If  it  can  be  made  universal 
or  unanimous  it  will  bring  much  of  good  to  all  concerned  and  we  will 
rapidly  approach  those  conditons  in  transportation  affairs  for  which 
we  so  ardently  hope  and  so  earnestly  strive.  [Applause.] 

President  Shaw — I  am  sure  we  will  all  agree  that  there  is  much 
food  for  serious  thought  in  Chairman  Clark's  most  admirable  address. 
On  behalf  of  the  Association,  Chairman  Clark,  I  sincerely  thank  you. 
[Applause.] 

REPORT  OF  EXECUTIVE  COMMITTEE. 

The  report  of  the  Executive  Committee  was  presented  by  its  Chair- 
man, Mr.  Dwight  N.  Lewis,  of  Iowa,  as  follows : 

Washington,  D.  C,  November  9,  1920. 

To  the  National  Association  of  Railzvay  and  Utilities  Commissioners: 
Your  Executive  Committee  begs  leave  to  recommend  the  following : 
Sessions — That  this  convention  meet  every  morning  at  ten  o'clock 

and  continue  in  session,  subject  to  motion  for  recess  or  adjournment. 

Order  of  Business: 

1.  Roll  Call.     (On  first  day  only.)    ' 

2.  Address  of  Welcome — Hon.  Edgar  E.  Clark,  Chairman  of  the 

Interstate  Commerce  Commission. 

3.  Report  of  Executive  Committee. 

4.  Annual  address  of  the  President — Hon.  Waltef  A.  Shaw  of 

Illinois. 

5.  Address  by  Hon.  George  W.  Anderson,  Judge  of  the  United 

States  Court  of  Massachusetts. 

6.  Report  of  General  Solicitor — Hon.  John  E.  Benton. 

7.  Reports  of  Committees,  in  the  order  in  which  they  appear  on 

the  official  call  for  the  convention,  except  that  the  report 
of  the  Committee  on  State  and  Federal  Legislation  shall 
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follow  the  report  of  the  Committee  on  Public  Ownership 
and  Operation.  This  order  subject  to  variation  as  the  con- 
vention may  direct. 

8.  Address  by  Hon.  Clyde  B.  Aitchison,  Interstate  Commerce 

Commissioner.    (By  special  request.) 

9.  Election  of  officers — Wednesday,  November  10  at  noon. 

10.  Special  order  for  Thursday  morning  at  ten  o'clock — Resolu- 
tion in  regard  to  bases  of  valuation  introduced  at  the  last 
convention  by  Hon.  Paul  P.  Haynes  of  Indiana. 

Special  Addresses,  Etc. — Your  Executive  Committee  will  report 
from  time  to  time  the  hour  for  special  addresses  and  for  the  considera- 
tion of  subjects  or  recommendations  not  included  in  the  official  call 
for  the  convention,  it  being  impossible  to  report  fully  at  this  time. 

Vacancies — In  the  absence  of  committee  members,  the  President  may 
appoint  substitutes  to  serve  on  any  committee  for  the  life  of  the  con- 
vention. 

Presentation  of  Reports — The  Chairman  of  each  Committee,  or  in 
his  absence  the  next  ranking  member,  shall  present  its  report. 

Session  Committees — Before  the  close  of  this  morning's  session  the 
President  shall  appoint  the  following  session  committees : 

Committee  on  time  and  place  for  the  next  convention,  consisting 

of  five  members. 

Committee  on  resolutions  and,  memorials,  consisting  of  three  mem- 
bers. 

At  this  morning's  session  the  Committee  on  Time  and  Place  will  give 
notice  of  its  meeting,  so  that  all  who  desire  to  be  heard  may  be  given 
an  opportunity  of  appearing. 

Resolutions — Resolutions  not  relating  to  the  work  of  other  com- 
mittees shall  be  referred  to  the  Executive  Committee. 

Roll  Calls — Ayes  and  noes  shall  be  taken  on  any  question  upon  the 
demand  of  five  members ;  a  division  shall  be  taken  on  the  demand  of 
three  members,  and  upon  a  division  the  record  shall  show  the  number 
voting  on  each  side. 

Meetings — During  the  last  year  the  Executive  Committee  held  three 
meetings,  one  in  Washington  on  January  6,  1920,  in  conference  with 
the  Committee  on  State  and  Federal  Legislation;  one  in  Washington 
on  March  22  after  conference  with  the  valuation  committee  following 
a  hearing  before  the  Interstate  Commerce  Commission  upon  the 
question  of  valuation ;  and  in  Chicago  on  July  23,  1920,  when  pre- 
liminary arrangements  were  made  for  the  present  convention. 

Respectfully  submitted, 

DWIGHT  N.  LEWIS, 
E.  I.  LEWIS, 
J.  B.  EASTMAN, 
R.  HUDSON  BURR, 
WALTER  A.  SHAW, 
JAMES  B.  WALKER. 
On  motion  of  Mr.  Lewis  the  report  was  unanimously  adopted. 
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THE  PRESIDENT'S  ANNUAL  ADDRESS. 

President  SHAW; — At  the  time  the  last  meeting  of  the  National 
Association  of  Railway  and  Utilities  Commissioners  was  held  in  our 
National  Capital  the  World's  greatest  conflict,  in  which  our  Nation  was 
an  important  participant,  had  just  been  brought  to  a  close  by  the 
signing  of  an  armistice,  and  naturally  our  thoughts  then  were  directed 
to  the  future  and  the  solution  of  problems  arising  from  the  great  war : 
President  Max  Thelen,  in  his  annual  address  to  the  Convention  in 
1917,  said, 

"  When  the  light  of  peace  shall  again  shine  upon  our  country, 
our  nation  will  be  a  different  country  from  the  one  which  we  have 
known." 

As  we  stand  here  today  and  face  the  many  problems  of  the  present 
and  future,  we  truthfully  can  say  President  Thelen  was  a  great  prophet. 

Acting-President,  Charles  E.  Elmquist,  in  his  annual  address  to  the 
Convention  in  1918,  said : 

"  As  public  officers,  we  are  all  sworn  to  obey  and  uphold  the 
laws  and  the  constitutions  of  our  several  states  and  of  the  nation. 
This  obligation,  like  that  of  citizenship,  should  not  be  assumed 
thoughtlessly.  It  carries  a  grave  responsibility.  All  of  you  have 
made  sacrifices  during  the  war — sacrifices  of  sons  and  money,  of 
food,  energy,  property  and  conveniences.  Bureaucratic  orders 
have  been  issued,  and  by  you  accepted  uncomplainingly.  The  sole 
thought  has  been  to  help  the  country.  No  demand  remains  un- 
satisfied. When  the  pro-German  and  pacifist  elements  threatened 
the  success  of  our  military  efforts,  you  unhesitatingly  met  every 
call  to  patriotism  without  giving  a  moment's  thought  to  the  effect 
which  such  action  might  have  upon  your  personal  fortunes  or  social 
relations.  '  My  Country !  '  was  the  watchward  of  your  actions. 

"  Now  that  the  war  is  over,  '  My  Country '  must  still  be  the 
watchward  of  your  actions.  The  storm  may  be  severe  and  the 
danger  great,  but  you  will  not  falter  in  the  performance  of  your 
duty." 

Gentlemen  of  the  Convention :  The  "  storms  "  have  been  severe  and 
the  "  danger  "  has  been  great,  but  it  gives  me  great  pleasure  to  say  that 
since  the  close  of  that  great  conflict  the  watchword  of  each  state 
commissioner  in  the  performance  of  his  duties  and  in  meeting  the  new 
conditions  so  accurately  forecast  by  Ex-President  Elmquist,  has  been 
"  My  Country." 

Regulation  came  about  by  reason  of  insistent  demands  by  the  public 
to  correct  abuses  by  so-called  monopolies  engaged  in  the  utilities  field, 
upon  which  the  public  were  dependent,  but  had  no  effective  instru- 
mentality to  protect  it.  The  keynote  of  all  regulatory  laws  is  that 
the  public  shall  receive  adequate  service  at  just  and  reasonable  rates. 

The  public  was  of  the  mind  that  many  of  the  charges  exacted  by  the 
common  carriers  and  corporations  engaged  in  furnishing  such  services 
as  gas,  electricity,  telephone,  and  warehouse  facilities  were  excessive, 
and  that  by  reason  of  excessive  rates,  and  the  sales  of  large  quantities 


12          PROCEEDINGS  OF  THE  THIRTY-SECOND  ANNUAL  CONVENTION 

of  watered  securities,  immense  fortunes  were  made  and  the  public 
correspondingly  plundered. 

Disregarding  for  the  moment  as  to  whether  or  not  the  public  had 
the  correct  viewpoint,  the  fact  remains  that  prior  to  our  entry  into  the 
great  war,  regulatory  bodies  such  as  state  commissions  had  corrected 
many  abuses,  particularly  as  to  capital  issues.  In  many  cases  rates 
were  substantially  reduced.  The  authorization  of  increased  rates  was 
the  exception.  For  example,  it  was  at  the  outbreak  of  the  great  war 
that  the  Interstate  Commerce  Commission  disposed  of  the  5  per  cent, 
increase  which  was  vigorously  fought  by  various  shippers  and  state 
commissions.  Compare  that  with  the  increases  in  freight  rates  granted 
by  the  Interstate  Commerce  Commission  in  July,  1920,  amounting  to 
over  one  and  one-half  billion  dollars,  and  which,  mind  you,  was  on 
top  of  the  25  per  cent,  increase  placed  in  effect  by  the  Government 
while  the  carriers  were  under  Federal  control.  Apparently  the  public 
is  convinced  that  in  order  that  the  carriers  may  function  and  properly 
serve  the  shippers  of  this  country  substantial  relief  must  be  granted; 
therefore,  they  have  accepted  the  findings  of  the  Interstate  Commerce 
Commission  as  necessary  and  for  the  best  interest  of  all.  In  pre-war 
times  a  hint  at  such  a  colossal  increase  surely  would  have  spelled 
defeat.  Thus  again  is  brought  vividly  to  us  how  times  have  changed! 

Within  the  last  two  or  three  years  insistent  demands  have  been  made 
upon  state  commissions  to  increase  all  classes  of  rates  coming  within 
their  jurisdiction.  In  the  majority  of  cases  it  has  been  necessary  to 
meet  those  demands  by  authorizing  substantial  increases.  In  most 
instances,  especially  as  to  street  car  fares,  the  increases  authorized 
exceeded  those  prescribed  by  so-called  contract  ordinances  or  fran- 
chises granted  prior  to  the  creation  of  the  state  commissions.  The 
abrogation  of  many  of  these  franchise  provisions  has  quickly  been 
seized  upon  by  self-seeking  politicians  with  the  idea  of  furthering  their 
own  selfish  ends  by  making  the  commissions  unpopular. 

This  type  of  politician  has  come  into  his  own  with  great  blare  of 
trumpets.  He  plays  upon  the  well-known  prejudices  of  the  public 
against  corporations  in  general,  and  utility  corporations  in  particular, 
by  picturing  them  as  contract  breakers  who  prospered  unduly  before 
the  war,  accumulated  excessive  bank  accounts,  and  are  now  unwilling 
to  share  their  part  of  the  burdens  brought  on  by  the  war.  The  com- 
panies are  cleverly  depicted  as  fully  capable  of  carrying  out  their  con- 
tracts, and  that  were  it  not  for  the  state  commissions  these  contracts 
would  be  binding  and  the  public  would  not  be  required  to  pay  the  in- 
creased rates.  These  individuals,  of  course,  conveniently  forget  to  tell 
the  public  that  in  the  absence  of  commissions,  utility  corporations 
have  the  right  to  resort  to  the  courts  which  would  fix  the  rates  under 
provisions  in  our  Federal  and  State  Constitutions  that  prohibit  the 
confiscation  of  property  without  due  process  of  law.  Such  procedure 
has  been  adopted  by  certain  carriers  in  obtaining  increased  passenger 
rates  in  Illinois  and  other  states.  That  these  arguments  of  the  politi- 
cians are  popular  seems  plain  when  I  call  your  attention  to  the  fact 
that  Mr.  Esch,  Chairman  of  the  Committee  on  Interstate  and  Foreign 
Commerce  in  the  House  of  Representatives,  was  defeated  for  renomi- 
nation  because  of  the  part  taken  by  him  in  the  passage  of  the  so-called 
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Esch-Cummins  bill.  Many  other  members  of  Congress  who  partici- 
pated in  that  piece  of  legislation  have  met  determined  opposition  in 
recent  elections.  In  some  of  the  states  the  abolishment  of  the  state 
commission  or  an  entire  change  in  the  personnel  has  been  made  the 
leading  political  issue,  and  in  all  candor  I  must  say  that  in  some  in- 
stances the  movement  has  met  with  much  popularity. 

Apparently  sight  was  entirely  lost  of  the  fact  that  the  state  com- 
missions were  created  for  the  very  purpose  of  breaking  so-called 
ordinance  contracts.  In  the  pre-war  period  the  public  believed  that 
many  of  the  rates  authorized  by  ordinances  were  excessive  and  neces- 
sarily if  the  state  commission  was  to  give  any  relief  the  rates  prescribed 
by  ordinances  or  otherwise  must  be  disregarded.  That  part  of  the 
public  which  now  accuses  the  commission  of  being  contract  breakers 
and  corporation  tools  by  reason  of  disregarding  these  so-called  con- 
tracts, is  responsible  for  obtaining  decisions  from  various  state  courts 
and  even  the  United  States  courts  that  the  rates  prescribed  in  these 
ordinances  must  be  set  aside  when  it  is  determined,  as  provided  by 
law,  that  the  rates  so  fixed  are  unjust,  unreasonable,  and  excessive. 
From  the  point  of  view  of  that  same  part  of  the  public,  in  the  pre-war 
period  the  test  applied  to  determine  the  popularity  of  the  com- 
mission was  the  extent  to  which  it  lowered  rates  and  broke  so-called 
contracts. 

As  a  result  of  the  great  war  the  public  mind  is  greatly  unsettled. 
Economic  conditions  have  changed.  Many  have  taken  advantage  of 
the  situation  and  their  actions  have  been  governed,  not  by  the  motto 
"  My  Country,"  but  that  of  "  Myself."  That  is,  those  having  no 
consideration  for  the  future  or  the  public  good  made  the  most  out  of 
the  situation  regardless  of  consequences  or  the  public  opinion,  and"  their 
actions  were  not  conducive  to  the  return  of  normal  and  sane  con- 
ditions. 

Having  in  mind  the  disturbed  economic  conditions  and  the  preju- 
dices of  the  public  as  fired  by  the  politicians,  aided  by  the  prevailing 
unrest,  we  might  well  pause  at  this  time  and  give  serious  consideration 
to  the  question,  Will  regulation  survive  ?  I  believe  it  will,  but  we  should 
be  alive  to  the  situation,  give  the  most  serious  thought  to  the  subject, 
and,  wherever  possible,  remedy  exising  defects  and  make  changes  or 
modifications  in  our  laws  to  meet  the  existing  conditions. 

In  my  judgment,  among  the  many  enemies  of  regulation,  three  are 
of  principal  importance,  and  of  these  the  greatest  is  politics.  Politics 
and  regulation  will  mix  no  more  than  will  oil  and  water.  Methods 
followed  in  selecting  commissioners  vary  from  election  by  direct  vote 
of  the  people  for  a  term  of  years,  to  appointment  by  the  Governor 
of  the  state  for  terms  varying  from  four  years  to  perhaps  six  years. 
In  at  least  one  of  the  states  the  terms  of  all  expire  simultaneously 
with  that  of  the  Governor.  Hence,  when  a  new  Governor  comes  into 
power  it  is  possible  for  him  to  make  a  complete  change  in  the  per- 
sonnel of  the  commission,  a  possibility  which  in  the  long  run  means 
defeat  to  regulatory  efficiency.  In  other  cases  the  terms  are  so  fixed 
that  if  the  law  is  carried  out  in  spirit  there  will  always  be  a  majority 
of  experienced  members  on  the  commission.  Further,  in  nearly  all 
states  the  compensation  is  in  no  way  commensurate  with  the  exacting 
duties  of  the  position  and  the  sacrifices  required. 
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The  conditions  above  named  should  be  corrected  as  far  as  possible, 
and  1  recommend  that  the  Association  take  appropriate  action,  either 
by  a  resolution  adopted  at  this  convention,  or  by  creating  a  committee 
to  give  the  matter  special  attention  and  then  take  appropriate  action 
upon  its  report.  In  making  this  recommendation  I  have  in  mind  that 
this  Association  shall  call  the  attention  of  those  responsible  for  govern- 
ment to  things  necessary  to  do  in  order  to  obtain  and  retain  competent 
commissioners  by  eliminating  them  from  political  influence  as  far  as 
possible.  We  should  also  endeavor  to  impress  upon  the  public  that. 
unless  regulation  and  politics  can  be  divorced  and  some  continuity  of 
service  assured,  accompanied  with  commensurate  compensation,  the 
whole  structure  will  fail  to  the  detriment  of  the  public. 

The  second  most  powerful  enemy  of  regulation  that  I  would  list  is 
the  group  which  believes  that  all  utilities,  including  the  common  car- 
riers, should  be  owned  and  operated  by  the  Federal  or  State  govern- 
ments, or  their  duly  authorized  agencies.  These  parties  reason,  and 
I  think  correctly  so,  that  if  regulation  fails  the  next  step  is  Federal, 
State  or  municipal  ownership. 

Without  discussing  the  merits  or  demerits  of  governmental  owner- 
ship or  operation,  I  believe  the  public  should  be  brought  to  a  better 
understanding  of  the  principles  involved  in  regulation.  It  would 
greatly  benefit  us  at  this  time  to  make  a  scientific  survey  of  the  statutes 
under  which  the  various  states  are  operating,  the  enforcement  of  the 
same,  and  the.  results  accomplished.  Due  consideration  should  be 
given  to  criticisms  made,  having  in  mind  that  if  defects  are  found  they 
should  be  remedied  with  the  purpose  of  giving  regulation  a  fair  and 
impartial  trial.  If  this  is  done  and  regulation  still  is  pronounced  a 
failure  then  it  will  be  time  to  think  of  adopting  universal  governmental 
ownership,  or  some  substitute  for  regulation. 

The  third  principal  enemy  of  regulation  is  the  improper  attitude  of 
many  utilities  towards  the  public.  Regulation  carries  with  it  the 
thought  that  it  is  against  the  best  interest  of  the  public  to  permit  compe- 
tition in  public  utility  enterprises  and  that  the  public  will  be  the  better 
served  by  regulating  a  monopoly  by  public  authority. 

The  public  demands  first  that  the  service  received  be  adequate  and 
the  conduct  of  the  officers  and  employees  of  the  corporation  be  obliging 
and  courteous.  Has  this  always  been  the  case?  I  am  afraid  it  has 
not.  Perhaps  the  most  striking  example  has  been  the  operation  under 
governmental  control  of  all  railroads  during  the  war  when  competition 
was  suspended.  There  was  much  complaint  on  the  part  of  the  public 
as  to  service  rendered  and  the  attitude  of  employes  as  compared  with 
competitive  conditions  existing  before  the  war.  In  my  judgment, 
unless  the  public  shall  receive  at  least  as  good  service  and  as  low  rates 
through  a  regulated  monopoly  as  would  be  received  under  the  whip  of 
competition,  regulation  will  fail  and  some  form  of  governmental 
ownership  prevail. 

May  I  suggest  to  my  friends  responsible  for  the  management  and 
operation  of  the  utilities  that  if  they  desire  to  continue  ownership  and 
management  of  their  properties  they  give  serious  consideration  to 
their  attitude  toward  the  public,  the  conduct  of  their  employes,  the 
service  rendered,  the  most  economical  management,  and  rates  de- 
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manded.  When  I  speak  of  rates  demanded  I  have  in  mind  the  extreme 
position  taken  by  many  companies  in  rate  proceedings  during  the  war 
and  even  at  this  time,  that  for  rate-making  purposes,  value  should  be 
determined  by  using  present  inflated  war  prices.  Former  Justice 
Charles  E.  Hughes,  acting  as  referee  in  the  case  of  Brooklyn  Borough 
Gas  Company  vs.  Public  Service  Commission,  in  commenting  upon 
using  present  day  costs  to  determine  value,  said : 

"  This  would  result  in  allowing  a  public  service  corporation 
to  take  advantage  of  a  public  calamity  by  increasing  its  rates 
above  what  would  be  a  liberal  return  not  only  on  actual  investment, 
but  upon  a  normal  reproduction  cost,  in  the  view  that  unless  it 
could  make  an  essentially  exorbitant  demand  upon  the  public  it 
would  be  deprived  of  its  property  without  due  process  of  law." 

There  is  much  force  in  this  statement. 

While  on  this  subject  may  I  further  suggest  to  my  utility  friends 
that  they  give  serious  consideration  to  setting  their  own  house  in 
order  before  they  charge  regulatory  bodies  with  handicapping  them 
in  not  properly  giving  relief  by  increased  rates,  not  granting  sufficient 
return  upon  investment  in  property,  interfering  in  the  management  of 
their  business  by  assuming  undue  control,  and  numerous  other  charges 
known  to  you  all.  No  doubt  improvements  can  be  made  in  the  various 
laws  governing  the  actions  of  commission,  but  this  is  no  excuse  for 
saddling  upon  the  commissions,  in  addition  to  their  just  burdens,  the 
shortcomings  of  utility  corporations  which  they  properly  should  carry 
themselves  and  manfully  meet. 

The  question  of  finances  is  another  important  adjunct  to  regulation, 
and  especially  so  at  the  present  time.  It  is  axiomatic  that  money  will 
flow  to  those  channels  which  offer  the  greatest  returns  commensurate 
with  the  security  afforded.  During  the  last  few  years  we  commis- 
sioners repeatedly  have  been  told  that  the  financing  of  public  utility 
enterprises  has  been  seriously  hampered  and  in  many  cases  rendered 
practically  impossible  by  reason  of  conditions  brought  about  by  the 
war,  by  the  activities  of  politicians  in  obstructing  franchise  negotia- 
tions, and  by  the  failure  of  regulatory  bodies  to  grant  needed  financial 
relief  because  of  political  expediency  or  similar  considerations.  Fur- 
ther, we  are  told  that  life  insurance  companies,  banks,  and  other 
semi-public  institutions  have  made  large  investments  in  utility  securities 
which  now  have  greatly  depreciated,  and  therefore  those  institutions 
are  in  great  danger  unless  the  utility  corporations  are  afforded  humane 
treatment  and  more  liberal  consideration  by  the  public. 

Be  this  as  it  may,  perhaps  the  time  has  come  for  those  who  control 
the  finances  of  this  great  republic  of  ours  (and,  comparatively  speaking, 
they  are  few  in  number)  to  take  a  broad  view,  or  an  inventory  of  the 
situation,  so  to  speak,  and  honestly  examine  themselves  to  see  if  they 
can  satisfy  their  own  consciences  as  to  whether  or  not  they  have  per- 
formed their  full  duty  during  this  readjustment  period  and  crisis. 
Having  in  mind  their  public  duties  and  obligations  to  the  nation,  those 
who  control  the  financial  policies  of  this  nation  might  well  assume 
much  greater  responsibilities  and  burdens  than  they  appear  to  the 
public  to  have  done  thus  far.  Many  commissions  have  said  in  orders 
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granting  increased  rates  that  the  public  should  not  be  required  to 
assume  all  of  the  burden,  but  the  utility  should  assume  its  full  share. 
May  not  the  same  doctrine  apply  to  those  responsible  for  the  finances 
of  our  utility  corporations?  Apparently  there  is  now  a  great  lack 
of  confidence  on  the  part  of  the  public,  and  inasmuch  as  our  financial 
institutions  have  important  interests  in  the  future  success  of  our 
utilities  in  the  way  of  protecting  securities  now  owned  or  held  by 
themselves  and  their  subsidiaries,  they  might  well  greatly  profit  by 
a  campaign  of  education,  assuming  their  just  portion  of  the  burden 
and  risk,  and  educating  the  public  to  that  fact.  I  commend  this  to 
their  serious  consideration. 

Solicitor  Benton  will  fully  advise  the  Convention  as  to  the  activities 
of  the  Association  during  the  last  year,  and,  in  view  of  this  fact,  I 
will  call  to  your  attention  and  discuss  a  few  of  the  more  important 
happenings. 

In  February,  1920,  Congress  amended  the  Interstate  Commerce  Act 
and  enlarged  the  duties  of  the  Interstate  Commerce  Commission  by  the 
passage  of  a  transportation  act,  known  as  the  Esch-Cummins  bill, 
effective  March  1,  1920.  During  its  pendency  your  committee  on 
State  and  Federal  Legislation  gave  this  bill  its  undivided  attention. 
The  Executive  and  Valuation  Committees  also  took  part  in  this  impor- 
tant legislation.  Viewing  the  situation  as  a  whole  and  taking  into 
consideration  the  propaganda  of  the  carriers  during  past  years  to 
eliminate  all  state  control  of  their  properties,  those  representing  your 
Association  believe  that  the  State  Commissions  have  no  cause  to  com- 
plain, although  the  provisions  of  the  bill  are  not  satisfactory  in  all 
particulars. 

In  the  past  this  Association  repeatedly  went  on  record  in  favor 
of  amendments  to  the  Interstate  Commerce  Act  permitting  joint  hear- 
ings in  matters  where  there  was  a  conflict  between  Federal  and  state 
authority.  Section  416  of  the  Transportation  Act  of  1920,  in  part, 
provides  as  follows: 

"  Whenever  in  any  investigation  under  the  provisions  of  this 
Act,  or  in  any  investigation  instituted  upon  petition  of  the  car- 
rier concerned,  which  petition  is  hereby  authorized  to  be  filed, 
there  shall  be  brought  in  issue  any  rate,  fare,  charge,  classifica- 
tion, regulation,  or  practice,  made  or  imposed  by  authority  of  any 
State,  or  initiated  by  the  President  during  the  period  of  Federal 
control,  the  Commission,  before  proceeding  to  hear  and  dispose  of 
such  issue,  shall  cause  the  State  or  States  interested  to  be  notified 
of  the  proceeding.  The  Commission  may  confer  with  the  au- 
thorities of  any  State  having  regulatory  jurisdiction  over  the 
class  of  persons  and  corporations  subject  to  this  Act  with  respect 
to  the  relationship  between  rate  structures  and  practices  of  car- 
riers subject  to  the  jurisdiction  of  such  State  bodies  and  of  the 
Commission ;  and  to  that  end  is  authorized  and  empowered,  under 
rules  to  be  prescribed  by  it,  and  which  may  be  modified  from 
time  to  time,  to  hold  joint  hearings  with  any  such  State  regulat- 
ing bodies  on  any  matters  wherein  the  Commission  is  empowered 
to  act  and  where  the  rate-making  authority  of  a  State  is  or  may 
be  affected  by  the  action  taken  by  the  Commission." 
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Acting  under  the  authority  of  the  above  provision,  the  Interstate 
Commerce  Commission,  through  its  Chairman,  invited  the  National 
Association  of  Railway  and  Utility  Commissioners  to  designate  three 
state  commissioners  to  sit  with  it  during  the  hearings  involving  the 
application  of  the  carriers  for  a  general  increase  in  passenger  and 
freight  rates,  decided  in  July  of  this  year.  Accordingly,  after  giving 
each  state  commission  an  opportunity  to  be  heard  by  calling  a  meeting 
in  Chicago,  Illinois,  and  Washington,  D.  C,  and  acting  on  the  authority 
of  the  state  commissions  assembled,  your  president  designated  Com- 
missioners Guiher,  of  Iowa ;  Dunn,  of  Florida,  and  Ainey,  of  Pennsyl- 
vania, to  sit  with  the  Interstate  Commerce  Commission.  Each  state 
commission  has  been  furnished  a  copy  of  their  conclusions.  I  am 
advised  by  these  three  commissioners  that  they  were  treated  with  great 
courtesy  and  cordiality,  and  afforded  every  opportunity  to  express 
their  views.  For  this  treatment  the  Association  is  most  grateful  to 
the  Interstate  Commerce  Commission.  I  believe  much  good  has  been 
accomplished  by  this  joint  hearing  and  that  it  was  beneficial  to  all 
concerned.  True,  as  a  result  of  the  direct  application  of  the  increases 
authorized  by  the  Interstate  Commerce  Commission  and  the  subsequent 
action  of  the  carriers  and  state  commissions,  many  so-called  Shreve- 
port  cases  have  been  started  and  are  now  pending  before  the  Inter- 
state Commerce  Commission.  The  extent  of  the  conflict  between 
Federal  and  state  authorities  necessarily  depends  largely  upon  the 
conclusions  reached  and  the  orders  issued  by  the  Interstate  Commerce 
Commission  when  it  disposes  of  the  applications  of  the  carriers.  What- 
ever the  results  may  be  it  must  be  kept  in  mind  that  state  commissions 
must  be  guided  by  their  various  statutes.  From  this  there  is  no 
escape.  The  so-called  Maximum  Fare  laws  in  force  in  many  states 
form  a  striking  example.  Under  these  laws  the  state  commissions 
are  deprived  of  all  authority  as  to  granting  increases  in  passenger 
fares  exceeding  those  allowed  by  the  maximum  fare  statute.  No  doubt 
these  laws  will  create  a  conflict  which  ultimately  will  be  decided  by 
the  highest  court  of  the  land.  By  reason  of  complicated  rate  struc- 
tures and  the  many  diversified  interests  to  be  dealt  with,  many  con- 
flicts as  to  freight  rates  necessarily  will  arise  and  doubtless  will  involve 
Federal  and  state  authorities.  I  believe  it  is  possible  to  iron  out  many 
of  the  conflicts  by  both  the  Federal  and  state  commissions  making 
an  honest  endeavor  to  carry  out  the  spirit  and  intent  of  the  co-opera- 
tive provisions  in  the  Transportation  Act  of  1920.  To  the  Interstate 
Commerce  Commission  may  I  suggest  that  at  the  earliest  opportunity 
it  promulgate  general  rules  governing  joint  hearings  as  provided  in 
the  Transportation  Act.  This  will  be  helpful  because  it  will  not 
require  the  Interstate  Commerce  Commission  to  take  the  initiative 
in,  all  cases,  as  is  now  the  case  in  the  absence  of  rules  adopted  by  the 
Federal  Commission.  To  the  state  commissions  may  I  say  that  in 
good  faith  they  should  co-operate  with  the  Interstate  Commerce  Com- 
mission when  given  an  opportunity  to  do  so.  If  such  action  is  followed 
on  the  part  of  the  Federal  and*  state  commissions  the  public  must  be 
the  beneficiary.  In  the  last  analysis  the  public  expects  results.  It  is 
not  particularly  interested  from  what  source  relief  is  obtained,  its  sole 
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interest  being  the  agency  by  which  it  can  obtain  the  best  results,  either 
by  Federal  or  state  agencies  or  by  their  combined  efforts. 

There  are  now  pending  before  the  Interstate  Commerce  Commission 
many  applications  filed  by  the  carriers  asking  that  the  Federal  Com- 
mission set  aside  orders  entered  by  state  commissions  and  authorize 
the  carriers  to  place  in  effect  in  all  particulars  the  charges  authorized 
by  the  Federal  Commission  in  its  order  of  July,  1920.  Stripped  of  the 
nice  phraseology  used  to  soften  the  assault  upon  state  authority,  UK- 
contentions  of  the  carriers  are  that  the  Transportation  Act  of  1920 
takes  away  from  the  states  all  real  control  over  intrastate  rates.  Briefly, 
the  carriers  contend  that  Congress  has  empowered  the  Interestate 
Commerce  Commission  to  determine  all  the  elements  by  which  intra- 
state rates  are  fixed  and  has  imposed  upon  the  state  authority  the  purely 
ministerial  duty  of  recommending  legislation  or  promulgating  orders 
naming  the  rates  made  necessary  by  the  findings  of  the  Interstate 
Commerce  Commission. 

I  am  of  the  opinion  that  Congress,  by  the  Transportation  Act  of 
1920  did  not  intend  to  abridge  the  authority  of  the  states,  or  extend 
the  power  already  possessed  by  the  Federal  Commission  as  construed 
by  the  United  States  courts.  To  contend  that  Congress,  by  passage 
of  the  Transportation  Act  of  1920,  struck  down  all  real  power  of  state 
authorities  over  intrastate  rates  is  to  impute  to  it  the  intention  to 
indirectly  accomplish  something  which  it  not  only  failed  to  secure  in 
definite  terms  but  which  is  contrary  to  any  specific  declaration  in  the 
Act. 

If  by  their  actions  the  carriers  decree  that  they  shall  continue  their 
warfare  against  state  authority,  as  they  have  in  the  past,  I  trust  and 
urge  that  this  Association  will  continue  to  use  every  honorable  means 
to  protect  rights  each  state  is  entitled  to  under  the  Constitution  of 
the  United  States  and  the  Constitution  of  the  state  under  which  the 
commission  may  be  acting.  This  is  a  sworn  duty  from  which  I  can 
see  no  escape.  No  doubt  that  in  the  future,  as  in  the  past,  it  will  be 
charged  that  your  action  was  based  upon  the  selfish  motive  of  retain- 
ing your  position  and  thus  keeping  yourself  in  power.  My  answer 
to  this  calumny  is  that  the  only  standard  one  human  being  has  by 
which  to  judge  another  is  himself,  and  it  necessarily  follows  that 
whenever  an  individual/association  or  corporation  charges  that  a  pub- 
lic official  acts  from  ulterior  motives  or  for  selfish  interest  only,  it  is 
an  admission  that  he  who  makes 'the  charge  would  conduct  himself 
in  the  same  manner  when  placed  in  similar  circumstances. 

Acting  upon  the  urgent  request  of  several  state  commissions,  1 
called  a  conference  of  all  state  commissions  interested  in  the  preserva- 
tion of  states'  rights  early  in  September,  1920,  at  Chicago,  Illinois, 
for  the  purpose  of  discussing  and  formulating  some  unified  action 
wherewith  to  meet  the  position  taken  by  the  carriers  as  to  the  authority 
of  the  Interstate  Commerce  Commission  over  intrastate  rates.  Car- 
rying out  the  wishes  of  the  meeting,  I  appointed  a  committee  of  five 
to  represent  the  states  in  all  the  so-called  Shreveport  cases  then  pend- 
ing before  the  Interstate  Commerce  Commission,  and  to  act  in  con- 
junction with  our  General  Solicitor  at  Washington.  This  committee 
offers  its  aid  to  each  state  involved  and  will  act  in  harmony  with  it 
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if  possible.  The  Committee  and  the  Solicitor  have  filed  a  very  able 
and  creditable  brief  with  the  Interstate  Commerce  Commission  in 
behalf  of  some  of  the  cases  now  pending,  and  they  also  took  part  in 
the  oral  arguments  before  the  Federal  Commission. 

If  the  carriers  pursue  the  course  already  outlined  by  them  litigation 
will  follow,  and  these  cases  must  find  their  way  to  the  highest  court  of 
our  land.  In  order  to  meet  this  litigation  with  a  united  front,  but  with- 
out abridging  the  rights  of  each  state,  I  strongly  recommend  that  the 
Association  create  a  new  committee  composed  of  at  least  five  members, 
known  perhaps  as  the  Committee  on  Litigation.  This  committee  should 
act  in  a  capacity  similar  to  that  of  the  present  Committee  on  State  and 
Federal  Legislation  and  that  of  the  Committee  on  Valuation. 

The  Association,  in  Convention  in  1915,  extended  the  activities  of 
the  Valuation  Committee  and  authorized  it  to  employ  a  solicitor  with  an 
office  in  Washington,  D.  C.  This  was  done  and  from  time  to  time  you 
have  been  fully  advised  of  the  results.  The  committee  and  its  Solicitor 
have  taken  an  active  part  in  practically  all  valuation  proceedings  before 
the  Interstate  Commerce  Commission.  In  fact,  the  only  united  repre- 
sentation of  the  public  is  that  coming  from  the  activities  of  this  com- 
mittee, although  good  work  has  been  done  by  several  states.  Much 
good  has  resulted  to  the  public  through  the  activities  of  this  committee. 
However,  may  I  suggest  that  since  the  passage  of  the  Transportation 
Act  of  1920  the  valuation  proceedings  authorized  by  Congress  and  now 
in  progress  before  the  Interstate  Commerce  Commission  become  of 
greater  importance  than  ever  before,  and  without  any  mental  reserva- 
tion I  believe  the  keystone  to  just  and  reasonable  rates  will  be  the 
value  of  the  carriers'  properties  as  determined  under  the  provisions 
of  the  Act  of  Congress  of  1913.  Therefore,  may  I  urge  upon  you  that 
the  good  work  already  accomplished  by  the  valuation  committee  be 
continued  with  renewed  energy.  Further,  may  I  urge  that  each  state 
take  such  individual  action  as  is  possible  in  connection  with  the  valua- 
tion of  carrier  property  within  its  borders,  having  in  mind  its  limitations 
as  to  appropriations  and  the  necessary  man-power. 

In  connection  with  the  question  of  valuation  I  also  desire  to  call  your 
attention  to  the  decision  of  the  United  States  Supreme  Court  in  the 
Kansas  City  Southern  case,  handed  down  March  8,  1920,  which  re- 
versed the  Interstate  Commerce  Commission  in  its  findings  as  to  the 
elements  necessary  to  consider  in  determining  land  values.  This  deci- 
sion also  was  contrary  to  the  contentions  advanced  by  the  states  in  this 
matter.  It  was  thought  by  some  of  us  that  the  Act  should  be  amended 
and  Congress  should  speak  more  specifically  concerning  the  elements 
to  be  considered  by  the  Federal  commission  in  determining  value  of 
land  used  by  carriers,  and  already  bills  have  been  introduced  in  both 
the  Senate  and  House  by  the  chairmen  of  the  Interstate  Commerce 
Commission  committees.  I  suggest  that  during  the  coming  year  this 
matter  be  given  special  attention. 

By  action  of  the  Association  the  duties  of  the  solicitor  for  the  valua- 
tion committee  have  been  enlarged  and  his  title  changed  to  General 
Solicitor,  with  power  to  represent  the  Association  or  states  upon  request 
in  all  proceedings  coming  either  before  courts  or  the  Interstate  Com- 
merce Commission,  and  to  perform  such  other  work  as  may  be  required 
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of  him.  When  we  look  back  over  the  war  period  we  well  may  ask, 
How  could  we  have  functioned  without  a  representative  in  Washington, 
D.  C.  ?  The  tendency  of  the  present  time  in  practically  all  walks  of 
life  appears  to  be  towards  centralization  of  power.  Such  being  the 
case  it  is  most  important  that  our  Washington  office  be  maintained,  not 
only  as  now  constituted  but,  if  possible,  very  materially  enlarged  so  as 
to  be  able  to  meet  the  new  conditions  and  the  new  problems  confronting 
us.  I  wish  I  were  able  to  command  language  that  would  convince  each 
state  of  the  advantages  to  it  and  to  those  whom  it  represents  that 
accrue  from  maintaining  such  an  office  provided  with  the  means  essen- 
tial to  the  employment  of  the  necessary  help.  I  wish  I  could  be  so 
convincing  that  upon  a  roll  call  of  the  states  there  could  be  raised  by 
voluntary  contributions  a  fund  of  at  least  $50,000.  I  urge  with  all  the 
force  within  me  that  each  state  give  this  subject  more  serious  thought 
and  consideration  than  ever  it  has  in  the  past,  to  the  end  that  your  office 
in  Washington  shall  be  a  greater  power  for  good  and  a  more  powerful 
champion  of  public  rights. 

From  the  foregoing  discussion  I  therefore  summarize  my  recom- 
mendations as  follows : 

1.  That  the  Association  either  pass  appropriate  resolutions  or  create 
a  committee  to  make  a  general  survey  of  public  utility  laws,  including 
the  manner  of  selecting  members  of  regulatory  commissions,  their  com- 
pensation, their  general  duties,  and  the  structure  of  the  organization 
used  to  carry  out  the  provisions  of  the  statutes.    In  its  report  this  com- 
mittee   should    make    definite    recommendations    concerning    possible 
changes  in  regulatory  laws  that,  in  its  opinion,  would  be  of  benefit  to 
the  public. 

2.  That  the  Association  request  the  Interstate  Commerce  Commis- 
sion to  promulgate  suitable  rules  governing  the  joint  hearings  provided 
for  in  the  Transportation  Act. 

3.  That  the  Association  create  a  committee,  known  possibly  as  the 
Committee  on  Litigation,  primarily  to  deal  with  matters  arising  from 
proceedings  before  the  Interstate  Commerce  Commission  brought  under 
the  provisions  of  the  Transportation  Act  of  1920. 

4.  That  proper  attention  be  given  possible  clarifying  amendments 
to  the  Interstate  Commerce  Commission  Act,  particularly  as  to  land 
values. 

5.  That  adequate  financial  support  be  given  the  Washington  office 
of  the  Association  in  order  that  the  constantly  increasing  scope  and 
importance  of  its  work  may  be  cared  for  properly,  and  that  the  excellent 
work  heretofore  done  by  the  valuation  committee  be  continued  with 
vigor. 

Since  I  became  a  member  of  this  Association  I  have  always  noted 
with  great  satisfaction  the  existing  co-operative  spirit,  the  unanimity  of 
purpose,  the  setting  aside  of  selfish  motives,  and  the  presentment  of  a 
solid  front  in  our  battles.  I  am  happy  in  saying  that  during  the  past 
year  all  of  these  things  have  been  continued.  I  have  enjoyed  such 
cordial  support  from  the  various  chairmen  of  the  committees  and  mem- 
bers of  the  state  commissions  that  it  has  made  my  work  as  President 
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a  pleasure  and  it  has  greatly  contributed  to  the  success  and  progress 
made  by  the  Association  during1  the  past  year,  which  has  been  most 
gratifying.  Standing  here  before  you  to-day  I  can  truthfully  say  that 
our  watchword  during  the  past  year  has  been  "  My  Country."  (Ap- 
plause.) 

Mr.  R.  HUDSON  BURR,  of  Florida — Mr.  President,  I  move  that  the 
President's  address  be  referred  to  the  Executive  Committee,  to  pass 
upon  the  recommendations  which  are  contained  in  it. 

The  motion  was  unanimously  agreed  to. 

Secretary  WALKER — Mr.  President,  inasmuch  as  Judge  Anderson's 
address  is  next  in  order,  under  the  report  of  the  Executive  Committee, 
but  the  official  call  announced  that  Judge  Anderson  would  speak  at  the 
afternoon  session,  I  think  possibly  some  who  wish  to  hear  him  might 
be  disappointed  if  he  should  deliver  his  address  now.  I  therefore 
move  that  the  report  of  the  Executive  Committee  be  amended  so  that 
Mr.  Benton's  report  as  General  Solicitor  shall  be  taken  up  as  the  next 
order  of  business,  and  that  Judge  Anderson's  address  come  as  the 
first  order  of  business  this  afternoon. 

The  motion  was  unanimously  agreed  to. 

REPORT  OF  GENERAL  SOLICITOR. 

Mr.  John  E.  Benton,  General  Solicitor  of  the  Association,  read  the 
following  report : 

I  have  been  asked  to  give  a  brief  summary  of  the  activities  of  the 
Washington  office  of  the  Association  for  the  past  year. 

You  will  remember  that  at  the  time  of  the  last  convention  there  were 
two  matters  of  major  importance  that  then  claimed  the  attention  of  the 
Solicitor.  These  matters  were  those  of  railroad  legislation  pending 
before  Congress,  and  the  argument  on  final  value  before  the  Interstate 
Commerce  Commission. 

As  to  legislation  it  will  be  remembered  that  the  Esch  and  Cummins 
bills  were  then  pending  in  Congress.  The  position  which  this  Asso- 
ciation ought  to  take  on  the  several  matters  affecting  the  regulation  of 
intrastate  commerce  had  been  much  discussed,  and  finally  was  settled 
upon  at  a  conference  of  the  Legislative  Committee  held  in  Wash- 
ington in  the  summer  of  1919.  This  position  had  been  stated  to 
Congress  by  Solicitor  Elmquist  at  the  public  hearings  on  the  Esch 
bill.  There  were  no  public  hearings  on  the  Cummins  bill,  but  Mr. 
Elmquist  had  not  failed  to  press  upon  those  in  charge  of  that  bill  the 
views  of  the  Association. 

At  the  convention  the  conclusions  which  had  been  arrived  at  by  the 
Legislative  Committee  were  affirmed  by  the  Association  in  a  set  of 
resolutions.  It  is  not  necessary  to  review  these  resolutions.  They 
touch  the  main  points  of  an  entire  legislative  program.  Most  im- 
portant of  all  were  those  in  favor  of  the  preservation  of  State  powers 
of  regulation.  These  resolutions  were  printed  and  Mr.  Elmquist  sup- 
plied a  copy  of  the  same  to  each  Senator  and  Representative  in 
Congress. 

The  situation  at  that  time  was  critical.    For  many  years  the  railroads 
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had  carried  on  a  propaganda  aimed  at  the  destruction  of  the  regulatory 
powers  of  the  State  Commissions.  It  was  the  main  purpose  of  all 
their  activities  before  the  Xewlands  Committee.  Kvery  i-ft'ort  \\n- 
exerted  to  accomplish  that  purpose  in  the  railroad  legislation  which 
it  was  known  would  be  pa»cd  at  the  last  session.  The  most  important 
duty  resting  on  the  officers  of  the  Association  accordingly  was  tin-  pro- 
tection of  the  regulatory  powers  of  the  State  Commissions  from 
destruction  by  such  legislation. 

From  the  date  of  the  Indianapolis  convention  until  January  1st 
following,  when  he  finally  severed  his  connection  with  the  Washington 
office  after  long  and  faithful  service.  Mr.  Elmquist  gave  most  faithful 
attention  to  the  bills  that  were  pending  in  the  two  houses.  From 
December  1.-4  your  present  Solicitor  was  with  him  and  did  the  best  he 
could  to  pick  up  the  threads  which  Mr.  Elmquist  was  dropping,  and 
to  get  to  know  the  men  who  were  shaping  railroad  legislation,  and  to 
enable  himself  so  well  as  he  might,  to  speak  for  the  Association. 

The  other  matter  that  1  have  spoken  of  as  of  major  importance  was 
the  final  value  argument  before  the  Interstate  Commerce  Commission. 
That  Commission  in  the  Texas  Midland  case,  the  Kansas  City 
Southern  case,  and  the  Winston-Salem  Southbound  case  had  reported 
so-called  final  valuations,  and  in  several  other  cases  tentative  valua- 
tions, in  which  all  the  facts  were  set  out  necessary  to  be  ascertained  as 
a  basis  for  a  finding  of  the  value  of  the  properties  in  question.  The 
Commission  had  determined  that  it  would  in  each  case  find  and  report 
a  single  sum  as  the  value  of  the  properties  under  the  Act  to  Regulate 
Commerce.  On  October  18,  1919,  the  Commission  had  made  an  order 
setting  severally  cases  for  argument  on  January  7,  1920,  and  inviting 
argument  "  as  to  the  elements  to  be  considered,  and  the  weight  to  be 
attributed  thereto  in  finding  final  value  in  any  case." 

Such  a  hearing  obviously  transcended  in  importance  anything  that 
had  gone  before  relating  to  valuation,  and  it  was  the  desire  of  the 
officers  of  the  Association  that  the  views  of  the  Association  should 
be  fully  set  forth  by  brief  and  argument.  A  brief  was  prepared  jointly 
by  Mr.  Elmquist  and  the  present  Solicitor.  Mr.  Klmquist  also  planned 
to  take  part  in  the  argument,  but  found  himself  unable  to  be  present. 
On  behalf  of  the  Association  arguments  were  made  by  Commissioner 
llaynes  of  Indiana,  by  Judge  Helm  of  Kansas,  by  Major  Stewart, 
Commissioner  from  Michigan,  and  by  Solicitor  Benton. 

For  conferences  preparatory  to  this  argument  the  Valuation  Com- 
mittee was  called  together  by  Chairman  Taylor.  Chairman  Jackson 
had  called  a  meeting  of  the  Legislative  Committee  on  January  2nd, 
and  Chairman  Lewis  called  a  meeting  of  the  Executive  Committee 
for  January  6th.  This  brought  the  three  committees  into  session  in 
Washington  on  the  eve  of  the  final  value  argument.  The  Legislative 
Committee  was  engaged  in  the  preparation  of  a  memorandum  to  the 
Joint  Conference  Committee  of  the  House  and  Senate,  which  then 
had  under  consideration  the  framing  of  a  corporate  bill,  the  Esch  bill 
having  passed  the  House  and  the  Cummins  bill  the  Senate.  A  joint 
conference  of  the  three  committees,  presided  over  by  President  Shaw, 
was  accordingly  held  on  January  6th,  at  which  the  memorandum  as 
prepared  by  the  committee  was  approved.  This  memorandum  was 
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placed  in  the  hands  of  the  members  of  the  Conference  Committee  and 
of  each  Senator  and  Congressman,  and  was  otherwise  rather  widely 
distributed. 

Aside  from  purely  routine  matters,  the  next  two  months  were 
devoted  to  legislation.  The  Solicitor  kept  as  closely  in  touch  with 
what  the  Conference  Committee  was  doing  as  he  could.  There  were 
no  public  hearings,  but  in  private  conferences  with  the  individual 
members  of  the  Conference  Committee  he  sought  to  supplement  in 
every  way  that  he  could  what  the  Legislative  Committee  had  done,  and 
to  see  that  the  position  of  the  Association  was  fully  understood.  The 
State  commissions  were  kept  fully  advised  as  to  the  action  which  had 
been  taken  by  their  officials  and  committees,  and  were  asked  to  com- 
municate directly  with  their  Senators  and  Representatives  in  Congress 
requesting  their  aid.  Most  of  the  commissions  did  this.  The  impor- 
tance of  such  action  on  their  part  can  not  be  overstated.  An  example 
may  suffice  to  illustrate. 

The  Esch  bill  as  it  passed  the  House  contained  a  provision  giving 
to  the  Federal  commission  power  to  make  findings  and  orders  to 
remove  "  any  undue  burden  on  interstate  commerce,"  by  prescribing 
rates  to  take  the  place  of  rates  imposed  by  State  authority  found  by 
the  Commission  to  constitute  an  undue  burden.  In  the  memorandum 
which  the  Legislative  Committee  filed  with  the  Conference  Committee 
this  provision  was  opposed  in  the  strongest  terms,  it  being  declared  that 
the  provisions  could  not  be  put  into  the  Act  without  destroying  the 
power  of  the  State  Commissions  to  make  with  final  effect  any  rate, 
service  or  other  regulatory  order.  This  view  was  pressed  frankly  by 
members  of  the  Legislative  Committee,  assisted  by  President  Shaw  and 
by  the  Solicitor. 

It  was  finally  determined  by  the  Conference  Committee  that  the 
"  undue  burden  "  provision  should  be  eliminated,  and  that  no  increase 
of  power  should  be  given  to  the  Federal  commission  as  to  intrastate 
rates,  beyond  authorizing  it  to  prescribe  what  rates  should  be  substi- 
tuted for  rates  found  discriminatory.  This  was  a  clear  victory  for  the 
State  commissions,  and  was  so  recognized  at  the  time.  Senator  Cum- 
mins made  a  statement  to  the  press  on  the  subject,  which  was  reported 
in  the  Traffic  World  for  January  10th  in  part  as  follows : 

"  In  reaching  an  agreement  on  Section  415  (relating  to  the  Com- 
mission's jurisdiction  over  intrastate  rates)  the  House  and  Senate 
conferees  have  followed  the  recommendation  made  before  the 
House  Committee  on  Interstate  and  Foreign  Commerce  by  Charles 
E.  Elmquist  on  behalf  of  the  National  Association  of  Railway  and 
Utilities  Commissioners  and  eliminated  the  words  '  any  undue 
burden  upon  interstate  or  foreign  commerce.'  *  *  * 

"  Senator  Cummins  says  *  *  *  the  intent  of  the  conferees 
was  simply  to  write  in  the  law  the  decisions  of  the  Supreme  Court 
in  the  Shreveport  and  similar  cases,  and  that  there  was  no  intent 
to  give  the  Commission  more  power  than  conferred  on  it  by  those 
cases." 

The  representatives  of  carriers  are  resourceful,  and  they  have  in 
very  large  measure  the  virtue  of  never-ending  perseverance.  In  the 
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early  days  of  February  the  Presidents'  Conference  Committee  asked 
the  Conference  Committee  of  the  House  and  Senate  to  incorporate  in 
the  bill  a  provision  authorizing  the  Federal  commission  upon  a  purely 
ex  parte  showing  to  suspend  intrastate  rates  alleged  to  be  discrimina- 
tory, and  to  order  into  effect  substitute  rates  pending  an  investigation 
of  the  alleged  discriminatory  character  of  such  intrastate  rates.  Shortly 
after  this  proposition  was  presented  the  Solicitor  learned,  on  authority 
which  he  could  not  doubt,  that  the  Conference  Committee  had  tenta- 
tively determined  to  insert  a  provision  permitting  such  proposed  ex 
parte  proceedings.  He  immediately  sought  conferences  with  Senator 
Cummins  and  Congressman  Esch.  He  saw  each  briefly,  but  learned 
nothing  to  his  satisfaction.  Then  he  sent  telegrams  to  each  commis- 
sion advising  of  the  situation,  and  suggesting  that  the  commissions 
should  enlist  the  aid  of  their  delegations  in  Congress  by  telegrams 
addressed  directly  to  them.  Later  he  got  a  more  extended  conference 
with  Senator  Cummins  and  endeavored  to  show  him  the  unfairness  of 
ex  parte  proceedings.  At  the  end  of  that  conference  the  Senator  said 
frankly  that  he  personally  thought  there  should  be  nothing  of  the  kind 
in  the  bill,  and  that  he  would  immediately  confer  with  Congressman 
Esch,  and  advise  the  day  following  as  to  the  conclusion  of  the  com- 
mittee. After  that  conference  the  Solicitor  sent  a  telegram  suggesting 
to  the  commissions  that  they  delay  any  appeal  to  their  delegations.  It 
was,  however,  too  late,  and  the  next  day  when  the  Solicitor  went  to 
Congressman  Esch's  office  his  secretary  told  him  that  he  was  doing 
nothing  except  answer  'phone  calls  and  talk  to  Congressmen  who  had 
received  telegrams  from  their  commissions,  and  wanted  to  urge  that  no 
provision  for  ex  parte  proceedings  go  into  the  bill. 

The  decision  of  the  Conference  Committee  was  to  reject  in  toto  the 
proposition  of  the  carriers.  To  what  extent  the  telegrams  from  State 
commissions  aided  in  bringing  about  this  result,  I  cannot  tell.  Their 
telegrams,  however,  served  this  good  purpose :  they  showed  to  us,  and 
also  to  the  Conference  Committee,  that  in  general  the  members  of  the 
House  and  Senate  did  not  intend  to  have  the  powers  of  their  State 
commissions  destroyed,  and  that  on  matters  affecting  regulation  they 
had  'a  well-deserved  confidence  in  the  members  of  their  commissions. 

As  expressing  the  view  of  a  single  person,  anything  that  your 
Solicitor  or  any  other  representative  of  your  Association  may  say  can- 
not carry  very  great  weight.  As  expressing  the  consensus  of  opinion 
of  a  body  of  public  officials  who  are  informed  by  experience  and  con- 
stant study  of  regulatory  problems,  and  who  enjoy  such  measure  of 
public  confidence  as  the  members  of  this  Association  do  enjoy,  what 
such  representative  may  say  is  entitled  to  a  great  deal  of  weight.  From 
my  short  experience  as  your  Solicitor  I  can  say  that  the  average  Con- 
gressman or  Senator  has  a  very  high  regard  for  his  State  commission, 
and  attaches  very  much  weight  to  its  opinion  as  to  the  merits  or  de- 
merits of  any  proposed  legislation.  When  an  emergency  arises  involv- 
ing a  matter  of  importance  members  of  the  House  and  Senate  are  glad 
to  be  advised  of  the  views  of  their  own  commissions.  On  such  occa- 
sions your  representative  here  can  be  of  much  or  little  influence,  accord- 
ingly as  the  different  State  commissions  co-operate  or  fail  to  co-operate 
with  him. 
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This  power  of  appeal  to  your  Congressional  delegation  ought  not  to 
be  used  except  upon  important  matters.  Personally  I  think  it  should 
be  used  as  seldom  as  possible.  You  ought  not,  however,  to  have  a 
Solicitor  who  has  not  the  sense  to  recognize  what  occasions  justify  its 
use  and  what  do  not.  When  it  is  used  it. ought  to  be  used  by  all  the 
State  commissions  in  unison.  If  this  is  done,  it  can  be  demonstrated 
that  Congress  does  attach  importance  to  what  the  State  commissions 
think  as  to  legislation  affecting  matters  within  their  jurisdiction. 

The  problem  is  to  bring  home  to  the  individual  members  of  Congress 
or  of  the  Senate  realization  that  what  the  Association  representative 
here  says  is  spoken  for  that  members'  own  commission,  because  in  the 
last  analysis  he  has  more  confidence  in  his  commission,  and  cares  more 
what  it  thinks,  than  he  does  about  what  all  the  other  commissions  in 
the  country  may  think.  On  matters  of  legislation  affecting  your  in- 
terest, therefore,  the  Washington  office  must  depend  for  success  upon 
your  co-operation  when  it  is  needed. 

As  the  date  when  the  Conference  Committee  was  expected  to  report 
approached,  Chairman  Jackson  and  President  Shaw  came  again  to 
Washington  and  took  upon  themselves  the  main  burden  of  responsibil- 
ity, the  Solicitor  giving  them  such  aid  as  he  could.  Both  were  here 
when  the  bill  was  reported  by  the  committee,  and  remained  here  until 
it  had  passed  through  the  House. 

The  bill  was  in  many  respects  different  from  what  we  would  have 
written.  Nevertheless  the  provisions  which  were  designed  to  destroy 
State  regulation  were  eliminated,  and  unless  the  carriers  shall  succeed 
in  their  present  attempt  to  obtain  by  favorable  construction  from  the 
Federal  commission  and  the  courts  an  immunity  from  state  regulation, 
which  Congress  refused  to  give  them,  the  powers  of  State  commissions 
in  matters  deemed  by  them  of  main  importance  have  been  successfully 
preserved. 

It  has  been  said  by  a  leading  member  of  the  Conference  Committee 
that,  but  for  the  representation  before  Congress  by  this  Association,  the 
Transportation  Act  would  beyond  doubt  have  carried  provisions  which 
would  have  wiped  out  the  jurisdiction  of  the  State  commissions.  My 
own  part  in  such  representation  was  so  modest,  when  compared  with 
what  was  done  by  Mr.  Elmquist  and  Chairman  Jackson  and  President 
Shaw  and  their  associates,  that  it  is  quite  proper  that  I  should  say  I 
believe  the  member  of  the  Conference  Committee  was  right  in  what 
he  said. 

I  think  it  is  proper  also  that  I  should  read  from  the  official  files  of 
the  Association  two  letters,  written  immediately  after  the  Transporta- 
tion Act  was  passed,  which  disclose  the  attitude  which  was  taken  with 
respect  to  legislation  by  this  Association,  both  while  the  legislation  was 
pending  in  Congress,  and  after  it  had  been  enacted,  and  which  show 
also  the  character  of  the  work  which  was  done  by  the  representatives 
of  your  Association  when  I  have  mentioned,  and  the  estimate  which 
was  placed  upon  it  by  those  who  were,  in  charge  of  the  legislation  in 
Congress. 
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The  first  letter  is  from  the  President  of  this  Association  to  Senator 
C  uminins,  and  is  as  follows: 

"  March  5,  1920. 
"  Hon.  ALBERT  B.  CUMMINS, 

"  Chuiniuni.  Semite  ('onnnittec  on  Interstate  Coinin, 

"  Washington,  D.  C. : 
"  My  Dear  Senator: 

.  "  In  hehalf  of  the  National  Association  of  Railway  and  Utilities 
Commissioners  I  desire  to  express  my  sincere  appreciation  of  the 
uniform  courtesy  extended  to  those  representing  the  Association 
and  appearing  before  you  while  your  Committee  had  under  con- 
sideration the  recent  conference  bill  passed  by  the  Congress,  and 
recently  signed  by  the  President. 

"  I  may  frankly  say  to  you  that  in  some  respects  the  bill,  as 
passed,  does  not  conform  to  the  position  taken  by  our  Association, 
but  I  fully  realize  that  most  legislation,  especially  where  many 
issues  are  contested  as  in  this  case,  is  the  result  of  compromise, 
and  I  believe  that  under  all  circumstances  the  Conference  Com- 
mittee has  faithfully  served  the  public  and  should  receive  its 
commendation. 

"  I  am  especially  pleased  with  the  provisions  of  the  law  which 
bring  about  co-operation  between  the  Interstate  Commerce  Com- 
mission and  the  various  State  Commissions,  as  I  have  advocated 
this  for  several  years  and  introduced  resolutions  in  our  conven- 
tion to  this  end.  I  shall  use  my  best  endeavors  to  make  this  pro- 
vision workable. 

"  I  wish  to  assure  you  that  the  officers  of  the  National  Asso- 
ciation of  Railway  and  Utilities  Commissioners  will  in  every  way 
co-operate  to  the  best  of  their  ability  with  interested  public  offi- 
cials and  shippers  to  the  end  that  the  new  law  shall  accomplish 
the  purposes  intended  and  be  a  complete  success. 
"  Please  believe  me, 

"  Yours  very  truly, 

"  (Signed)     WALTER  A.  SHAW, 

"  President." 
The  second  letter  is  the  reply  of  Senator  Cummins : 

March  18,  1920. 
My  Dear  Mr.  Sliazv: 

The  task  performed  by  the  Committee  on  Interstate  Commerce 
of  the  Senate  was  a  long  and  arduous  one,  and  I  want  you  to  know 
that  I  feel  that,  of  all  the  appearances  before  the  committee,  no 
body  of  men  gave  us  more  intelligent  help  than  the  National  Asso- 
ciation of  Railway  and  Utilities  Commissioners.  You  have  always 
been  fair  and  have  never  spoken  without  a  full  comprehension  of 
the  questions  involved  in  the  legislation. 
Yours  cordially, 

(Signed)     ALBERT  B.  CUMMINS. 
WALTER  A.  SHAW,  President, 

175  West  Jackson  Boulevard, 
Chicago,  Illinois. 
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The  Transportation  Act  was  signed  by  the  President  on  February 
28th,  and  at  one  minute  past  12  o'clock  that  night  Federal  control  of 
the  railroads  ceased. 

On  March  4th  the  Commission  gave  notice  that  on  March  22d  it 
would  hear  all  those  who  desired  to  be  heard  as  to  rate  groups,  and 
as  to  methods  to  be  employed  in  finding  aggregate  value,  under  the 
provisions  of  Section  15a  of  the  Interstate  Commerce  Act  as  amended 
by  the  new  legislation. 

A  meeting  of  the  Valuation  Committee  was  at  once  called  to  be  held 
in  Chicago  on  March  15th.  President  Shaw  and  others  met  with  the 
committee.  Upon  the  adjournment  of  the  meeting  he  called  a  general 
meeting  of  representatives  of  all  commissions  to  be  held  in  Washington 
on  March  20th.  At  both  of  these  meetings  the  questions  involved  in 
the  approaching  hearing  were  discussed,  and  the  positions  which  would 
be  taken  by  the  National  Association  were  determined.  The  Solicitor 
was  instructed  to  appear  for  the  National  Association  and  make  a 
statement  in  its  behalf.  This  he  did.  The  statement  was  printed  and 
distributed  to  all  commissions.  On  this  hearing  the  carriers  urged 
the  Commission  to  accept  the  book  accounts  of  carriers  as  the  measure 
of  their  minimum  value.  This  Association  urged  that  the  course 
argued  for  by  carriers  could  not  be  followed  except  by  a  plain  dis- 
regard of  the  statute.  The  aggregate  value  finally  found  by  the  Com- 
mission was  less  by  a  billion  dollars  than  the  aggregate  of  their  prop- 
erty accounts.  On  this  occasion  arguments  as  to  rate  districts  were 
also  made  by  Commissioners  Putnam  of  Minnesota,  Stewart  of  Michi- 
gan, Jones  of  Arizona  and  Judge  Helm  of  Kansas. 

On  March  9th  the  opinion  in  the  Kansas  City  Southern  case,  in  which 
the  Supreme  Court  held  that  the  Valuation  Act  requires  the  Inter- 
state Commerce  Commission  to  make  and  report  an  estimate  of  the 
"  present  cost  of  condemnation  and  damages  in  excess  of  original  cost 
or  present  value,"  was  handed  down.  At  the  meeting  of  the  Valua- 
tion Committee  at  Chicago  on  March  15th  it  was  determined  that  Con- 
gress ought  to  be  asked  to  amend  the  Valuation  Act  to  avoid  the 
threatened  unjust  results  which  might  flow  from  the  law  as  interpreted 
in  that  opinion. 

The  Solicitor  was  directed  by  the  Valuation  Committee,  the  Chair- 
man of  the  Legislative  Committee,  and  the  President  of  the  Associa- 
tion to  bring  the  views  of  the  Association  upon  the  question  to  the 
attention  of  the  proper  persons  in  Congress.  He  accordingly  con- 
ferred with  various  Senators  and  Congressmen,  principally,  however, 
with  Senator  Cummins  and  Congressman  Esch,  and  prepared  and 
filed  with  them  a  memorandum  setting  forth  fully  the  facts  which  in 
the  opinion  of  the  members  of  this  Association  made  necessary  an 
amendment  to  the  Act.  Upon  receipt  and  consideration  of  this  memo- 
randum, both  Senator  Cummins  and  Congressman  Esch  introduced 
bills  to  make  the  proposed  amendment.  These  bills  were  introduced 
early  in  May.  No  action  upon  the  same  was  possible  before  adjourn- 
ment, and  the  same  are  now  pending.  I  believe  no  more  important 
duty  rests  on  this  Association  than  vigorously  to  press  the  passage 
of  this  proposed  amendment  at  the  earliest  possible  date. 
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While  this  new  matter  of  legislation  was  still  demanding  attention 
carriers  filed  with  the  Federal  Commission  their  applications  for  rate 
increases.  On  May  llth  upon  these  applications  the  Commission  or- 
dered a  hearing  beginning  May  24th.  On  the  llth  also  the  Commis- 
sion extended  to  this  Association  an  invitation  to  appoint  representa- 
tives to  sit  with  the  Federal  Commission  upon  the  hearing  of  carriers' 
applications  under  the  co-operative  provisions  of  the  new  law. 

The  attitude  taken  by  the  officers  of  your  Association  with  respect 
to  co-operation  was  indicated  by  President  Shaw's  letter  to  Senator 
Cummins,  which  I  read  a  moment  ago.  I  may  also  say  that  before  the 
Transportation  Act  had  reached  the  President  for  signature,  but  after 
it  had  passed  the  House,  President  Shaw,  accompanied  by  the  Solicitor, 
conferred  with  Chairman  Clark  of  the  Federal  Commission,  and  as- 
sured him  of  the  earnest  desire  of  the  members  of  this  Association 
to  co-operate  with  the  Federal  Commission  in  every  possible  way  with 
a  view  not  only  to  the  avoidance  of  conflicting  orders,  but  so  that  the 
facilities  and  services  of  the  State  commissions  might  be  available 
for  the  assistance  of  the  Federal  Commission.  These  declarations  by 
the  President  were  strictly  in  line  with  resolutions  which  had  been 
passed  by  this  Association  at  its  annual  convention.  They  illustrate, 
however,  the  spirit  with  which  the  State  Commissions  undertook  to 
do  their  part  in  the  solution  of  the  transportation  problem  which  faced 
the  country  upon  the  termination  of  Federal  control.  I  am  glad  to 
add  that  on  that  occasion  Chairman  Clark  exhibited  the  same  cordial 
spirit  that  was  expressed  in  the  thoughtful  and  broad  minded  address 
for  which  we  are  indebted  to  him  today. 

When  the  invitation  of  the  Federal  commission  was  received  Presi- 
dent Shaw  at  once  called  two  meetings  of  representatives  of  State 
commissions  to  consider  and  act  upon  the  same,  one  to  be  held  in 
Chicago  on  May  17th,  and  one  at  Washington  on  May  22nd,  the 
purpose  being  to  afford  the  most  convenient  opportunity  possible  for 
a  full  attendance  and  expression  of  views.  The  meeting  at  Chicago 
was  attended  by  representatives  of  thirteen  commissions,  and  the 
later  meeting  at  Washington  by  representatives  of  twenty-one  com- 
missions. At  the  Chicago  meeting  a  committee  of  five,  consisting  of 
Hon.  Horace  H.  Cleland  of  Washington,  Hon.  John  A.  Guiher  of 
Iowa,  Hon.  Alexander  Forward  of  Virginia,  Hon.  James  A.  Perry  of 
Georgia,  Hon.  A.  E.  Helm  of  Kansas,  and  the  Solicitor,  was  appointed 
to  confer  with  the  Interstate  Commerce  Commission  and  report  at  the 
Washington  meeting.  'At  the  Washington  meeting  the  following  reso- 
lution was  adopted: 

"  Whereas,  the  Interstate  Commerce  Commission  has  extended 
to  this  Association  an  invitation  to  cooperate  with  that  Commis- 
sion in  the  matter  of  applications  pending  before  it  for  increases 
in  carrier  rates  in  the  three  classification  territories  by  the  appoint- 
ment of  three  representatives  of  the  Association,  members  of 
State  commissions  having  regulatory  jurisdiction  over  intrastate 
rates  of  carriers,  to  sit  with  the  Interstate  Commerce  Commis- 
sion upon  the  hearing  of  such  applications,  and  to  consider  with 
the  members  of  that  Commission  what  increases  ought  justly  to  be 
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made,  with  the  clear  understanding  that  such  participation  or 
cooperation  shall  not  prejudice  the  rights  and  powers  of  the 
Interstate  Commerce  Commission  as  to  interstate  commerce  under 
Federal  laws,  or  the  rights  and  powers  of  the  several  State  com- 
missions as  to  intrastate  commerce  under  the  laws  of  their  respec- 
tive states ;  therefore  be  it 

"  Resolved,  that  this  Association  accepts  such  invitation,  and 
that  three  such  representatives  of  this  Association  be  selected,  in 
such  manner  as  the  Association  may  by  vote  determine,  to  sit  with 
the  Interstate  Commerce  Commission  upon  the  hearing  and  con- 
sideration of  said  applications  upon  the  understanding  expressed 
in  such  invitation." 

It  was  unanimously  voted  to  authorize  and  direct  the  President  to 
appoint  three  members  of  State  commissions,  preferably  one  from  each 
classification  territory,  to  sit  with  the  Interstate  Commerce  Commis- 
sion, as  contemplated  by  the  resolution.  In  the  exercise  of  this 
authority  the  President  appointed  from  Western  Classification  Terri- 
tory, Hon.  John  A.  Guiher  of  Iowa,  from  Southern  Classification 
Territory,  Hon.  R.  C.  Dunn  of  Florida,  and  from  Official  Classification 
Territory,  Hon.  W.  D.  B.  Ainey  of  Pennsylvania. 

The  hearing  on  carriers'  applications,  the  proceeding  being  known 
as  Ex  Parte  74,  began  May  24th  and,  with  brief  adjournments,  con- 
tinued till  July  6th.  During  the  hearing  the  Solicitor  gave  such  aid 
as  he  could  to  commissions  which  desired  to  introduce  evidence  or  take 
other  part  in  the  hearing.  He  also  presented  statements  for  several 
commissions,  and  at  the  conclusion  of  the  evidence  made  an  argument 
of  value  involved. 

On  July  13th  the  petition  of  the  American  Railway  Express  Com- 
pany for  approval  of  the  consolidation  of  the  properties  of  the 
American,  the  Wells  Fargo,  the  Adams  and  the  Southern  Companies, 
under  paragraph  7  of  Section  5  of  the  Interstate  Commerce  Act  as 
amended,  came  on  to  be  heard  before  Examiner  Butler.  The  Solicitor 
appeared  at  that  hearing  for  certain  State  commissions  which  opposed 
the  consolidation.  From  the  evidence  put  in  it  appeared  that  the 
Adams  and  Southern  Companies  had  withdrawn  from  the  states 
where  they  had  done  business,  leaving  the  loss  and  damage  claims 
which  were  outstanding  on  the  date  of  the  consolidation  in  large  part 
unsettled,  and  without  making  any  provision  for  the  service  of  legal 
process.  The  Virginia  Commission,  while  not  opposing  the  consoli- 
dation, provided  payment  of  legitimate  claims  was  first  secured,  did 
earnestly  oppose  any  order  of  approval  until  satisfactory  arrangements 
for  such  settlement  should  be  made. 

Upon  motion  of  the  Solicitor  the  hearing  was  adjourned  until 
July  19th,  and  State  commissions  were  given  an  opportunity  to  be  heard 
on  that  date.  By  bulletin  the  Solicitor  immediately  called  the  attention 
of  the  State  commissions  to  the  situation.  Thirty-three  commissions 
auhorized  him  to  join  them  in  the  position  taken  by  the  Virginia 
Commission.  On  the  19th  he  appeared  for  these  commissions.  Later, 
with  Commerce  Counsel  Mason  Manghum  of  the  Virginia  Commission, 
he  prepared  and  filed  a  brief,  and  on  July  31st  argued  the  case  before 
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the  full  Commission.  No  decision  of  the  Commission  has  as  yet  been 
rendered. 

On  July  31st  the  report  and  order  of  the  Interstate  Commerce  Com- 
mission in  Ex  Parte  74,  dated  July  29th,  was  made  public.  The  repre- 
sentatives of  the  Association  before  named,  who  sat  with  the  Federal 
commission,  made  a  report  to  President  Shaw,  which  at  their  request 
was  distributed  to  all  commissions. 

On  August  6th  by  bulletin  the  Solicitor  called  the  attention  of  the 
State  commissions  to  the  first  Shreveport  case  instituted  by  a  carrier 
seeking  to  set  aside  intrastate  rates  imposed  by  State  authority.  This 
was  the  petition  of  the  New  York  Central  Railroad  Company  attacking 
the  two-cent  rate  between  Albany  and  Buffalo  prescribed  by  the  charter 
of  that  company.  Later,  as  orders  of  the  several  State  commissions 
were  handed  down,  one  by  one,  upon  carriers'  applications  for  intra- 
state increases,  similar  proceedings  were  instituted  by  carriers  in  dif- 
ferent states.  It  shortly  became  evident  that  carriers  intended  to 
attempt  to  secure  a  construction  of  the  Act  by  the  Federal  Commission 
which  would  deny  to  the  State  commissions  the  power  to  allow  as  to 
intrastate  rates,  without  consideration,  whatever  percentage  of  increase 
the  Federal  commission  had  allowed  as  to  interstate  rates. 

From  different  commissions  inquiry  was  made  as  to  whether  any 
common  action  would  be  taken  by  the  State  commissions  with  respect 
to  cases  of  this  character.  Accordingly,  on  September  2nd,  the  Solicitor 
recommended  to  President  Shaw  that  he  call  a  conference  of  all 
commissions  interested  to  consider  what  should  be  done  for  the 
preservation  of  the  rights  and  powers  of  the  State  commissions.  On 
September  3rd  President  Shaw  called  such  a  conference  to  meet  in 
Chicago  September  llth. 

Representatives  of  fourteen  commissions  attended  that  conference. 
The  entire  situation  was  fully  considered  and  discussed,  and  a  com- 
mittee of  five  commissioners  was  appointed,  consisting  of  Hon.  Fred 
W.  Putnam  of  Minnesota,  Hon.  H.  G.  Taylor  of  Nebraska,  Hon.  R. 
Hudson  Burr  of  Florida,  Hon.  Joseph  A.  Kellogg  of  New  York  (Sec- 
ond District),  and  Hon.  Joshua  Greenwood  of  Utah,  to  cooperate  with 
the  officials  of  the  Association  for  the  preservation  of  State  power  to 
control  intrastate  rates  and  regulations  of  carriers.  This  committee  was 
instructed  to  follow  all  litigation  instituted  by  carriers  involving  a 
construction  of  the  Transportation  Act,  as  it  relates  to  the  power  of 
the  States  to  control  intrastate  rates  and  regulations,  and  to  file  a 
brief  or  briefs  on  behalf  of  commissions  authorizing  it  to  do  so. 

Hearings  in  proceedings  instituted  to  set  aside  statutory  and  com- 
mission-made rates  in  Illinois  had  been  begun  on  September  8th,  and 
the  New  York  cases,  amended  to  include  all  New  York  carriers,  and 
to  apply  to  all  passenger  rates  in  New  York,  which  are  primarily 
fixed  by  statute,  had  been  set  for  September  13th.  Acting  under  the 
direction  of  Mr.  Putnam's  committee,  the  Solicitor  at  once  began  the 
preparation  of  matter  designed  for  use  in  such  brief  as  might  be  filed 
in  the  first  case  which  should  come  on  for  argument  before  the  .Federal 
commission.  This  proved  to  be  the  New  York  passenger  fare  case, 
which  was  set  down  for  argument  October  llth.  Mr.  Putnam's 
committee  met  ia  Washington  on  October  4th  and,  assisted  by  the 
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legal  representatives  of  various  commissions,  was  in  session  for  sev- 
eral day.  A  brief  was  prepared  and  filed  on  behalf  of  42  com- 
missions. 

The  Illinois  passenger  Case  was  also  set  down  for  argument  in 
connection  with  the  New  York  case.  Arguments  were  made  by  repre- 
sentatives of  the  State  commissions  of  New  York  and  Illinois,  and 
arguments  on  behalf  of  all  the  commissions  named  in  our  brief  were 
made  by  Chairman  Putnam  and  Commissioner  Kellogg  of  the  New 
York  (Second  District)  Commission  and  the  Solicitor. 

This  summarizes  the  principal  activities  of  the  year.  You  will  see 
that  it  has  been  an  exceedingly  busy  one,  in  which  there  has  always 
been  just  ahead  of  us  some  matter  of  great  moment  for  which  careful 
preparation  must  be  made. 

In  addition  to  these  major  matters  the  Solicitor  has  been  called  upon 
to  attend  to  many  others  affecting  particular  commissions.  Through 
bulletin  service  he  has  also  attempted  to  keep  the  commissions  informed 
of  matters  arising  here  which  he  considered  would  be  of  particular 
interest  to  them.  The  miscellaneous  matters  which  come  into  the 
office  from  day  to  day,  while  not  of  sufficient  importance  to  justify 
mention  in  this  summary  which  I  have  attempted  to  make  brief,  are 
of  importance  to  the  commissions  involved.  They  are  also  time- 
consuming,  and  they  often  come  when  some  matter  of  major  im- 
portance, affecting  all  the  commissions,  seems  imperatively  to  demand 
every  moment  of  the  Solicitor's  time.  There  has  been  no  assistant  to 
whom  he  could  hand  such  matters  for  attention,  although  the  Associa- 
tion last  year  by  vote  authorized  the  employment  of  one.  Often  it 
has  been  a  case  of  determining  what  must  be  done  first.  If  sometimes 
the  Washington  office  has  seemed  a  bit  slow,  I  trust  consideration  has 
been  given  to  the  situation  here  which  has  made  that  at  times  un- 
avoidable. 

In  conclusion  I  want  to  say  to  you  that  it  was  never  my  privilege  to 
do  work  which  I  regarded  more  worth  while  than  that  which  I  have 
done  in  your  service  during  the  past  year.  The  state  commissions  of 
the  country  have  been  charged  with  great  responsibilities.  Any  man 
who  can  aid  them  in  any  important  branch  of  their  activities  may  con- 
sider his  time  well  spent,  and  particularly  is  this  true  when  he  is 
endeavoring  to  aid  in  the  preservation,  undiminished,  of  the  authority 
which  was  committed  to  those  commissions  by  the  people  of  their 
several  states  under  the  exercise  of  the  power  of  local  self-government, 
which  the  states  reserved  to  themselves  when  they  set  up  the  Federal 
Government,  and  attempted  to  mark  the  limits  of  its  authority. 
(Applause.) 

President  S'HAW — Gentlemen,  you  have  heard  our  Solicitor's  report, 
disclosing  in  considerable  detail  his  activities  during  the  past  year. 
What  is  your  pleasure? 

Mr.  H.  G.  TAYLOR  of  Nebraska — Mr.  President,  I  move  the  adoption 
and  filing  of  this  report ;  and  if  it  is  appropriate  at  this  time  I  should 
like  to  couple  with  that  motion  an  expression  of  our  appreciation  of 
the  services  of  the  General  Solicitor  during  the  past  year.  Those  of 
us  who  have  been  associated  with  him  more  or  less  intimately  during 
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this  period  are  perhaps  more  keenly  aware  of  the  arduous  and  exacting 
duties  which  have  been  his  to  perform,  and  we  know  how  splendidly 
he  has  met  the  requirements  of  his  work.  It  seems  to  me  therefore 
that  we  should  at  this  time  express  our  appreciation  of  it,  and  I  include 
that  expression  of  our  appreciation  in  my  motion. 
The  motion  was  unanimously  agreed  to. 

COMMITTEES. 

The  President  announced  the  appointment  of  the  following  Com- 
mittees : 

On  Time  and  Place  of  Next  Meeting — Alonzo  R.  Weed,  Massachu- 
setts; James  Cansler,  South  Carolina;  Edward  Flad,  Missouri;  William 
M.  Smith,  Michigan ;  J.  W.  Raish,  South  Dakota. 

On  Resolutions  and  Memorials — George  P.  Pell,  North  Carolina ; 
E.  I.  Lewis,  Indiana ;  A.  L.  Freehafer,  Idaho. 

On  Motion  of  Mr.  Dwight  N.  Lewis  of  Iowa,  the  Convention  (at  12 
o'clock  noon)  took  a  recess  until  2  p.  m. 


FIRST  DAY 

Afternoon  Session 

President  SHAW — We  have  heard  considerable  this  morning  about 
the  effect  of  the  Transportation  Act  passed  at  the  last  session  of 
Congress,  and  also  about  changed  conditions  on  account  of  the  war 
and  from  the  effects  of  the  war. 

We  have  with  us  a  man  who  has  been  a  State  Commissioner,  who 
was  promoted  to  be  a  member  of  the  Interstate  Commerce  Commis- 
sion, and  then  appointed  to  be  a  Judge  of  the  United  States  Court  for 
the  District  of  Massachusetts,  who  will  speak  to  us  on  the  subject  of 
State  Commissions  as  Regional  Federal  Commissions. 

I  take  great  pleasure  in  introducing  to  you  Hon.  George  W.  Ander- 
son, Judge  of  the  United  States  Court  for  the  District  of  Massa- 
chusetts. (Applause.) 

Judge  ANDERSON — Mr.  President  and  brethren,  last  summer  when 
asked  to  give  the  title  or  subject  of  the  address  which  I  was  requested 
to  make  today  I  called  it  co-operation  between  Federal  and  State  Com- 
missions. The  idea  really  goes  beyond  that.  It  involves  consideration 
of  some  fundamentally  important  legal  relations  between  the  state  and 
Nation ;  so  I  changed  the  title  to  State  Commissions  as  Regional  Fed- 
eral Commissions.  That  pretty  nearly  expresses  the  notion. 

In  legal  form,  our  railroads  are  State-chartered,  toll,  public  high- 
ways, each  put,  because  of  the  requisites  of  safe  operation,  within  the 
monopoly  control  of  a  single  common  carrier.  In  essential  nature  and 
in  economic  function,  they  are  interrelated  national  highways  with 
a  superimposed  carrier  system,  which  should  be  administered  as  a 
coordinated,  national  unit.  Slowly,  reluctantly,  and  with  persistent 
inadequacy,  the  American  people  have  approached  the  recognition  of 
the  essential  nature  of  their  rairroad  problem.  In  my  own  thinking. 


PROCEEDINGS  OF  THE  THIRTY-SECOND  ANNUAL  CONVENTION          33 

I  see  no  solution  until  our  railroads  are  both  unified  and  federalized. 
Very  eminent  lawyers,  some  of  them  in  the  United  States  Senate, 
believe  that  under  the  Commerce  Clause  of  the  Constitution,  regulation 
of  state-chartered  railroads  may  be  imposed,  adequate  to  federalize 
for  most  necessary  purposes.  They  may  be  right.  I  do  not  now  discuss 
that  problem.  At  any  rate,  the  Transportation  Act  of  1920  goes  much 
farther  towards  asserting  essential  federalization  of  our  national  high- 
way carrier  system  than  has  been  yet  generally  recognized.  Falling 
in  my  view  far  short  of  what  ought  to  be  done,  from  old  standpoints 
it  is,  if  constitutional,  a  very  radical  and  progressive  measure.  On  its 
face  it  is  but  experimental.  It  requires  the  Interstate  Commerce  Com- 
mission— a  Federal  body — to  devise  a  consolidation  scheme  for  State 
corporations  and  authorizes  such  consolidations  only  as  are  consonant 
with  the  scheme.  It  does  not  permit  unification  or  contemplate  Federal 
incorporation.  It  provides  for  a  limited  number  of  systems,  thus 
bowing  to  the  old  fetish  of  competition  in  service,  a  worship  that  will 
be  found  as  empty  and  profitless  in  the  future  as  it  has  been  wasteful 
and  confusing  in  the  past.  Pending  such  consolidations,  we  shall 
have  a  wasteful  crop  of  expensive  rate-division  litigation  in  the  attempt 
to  allocate  earnings  where  needed  to  give  the  6%  standard  return.  If 
this  clumsy  pooling  device  fails  to  work,  one  chief  purpose  of  the  new 
act  is  thwarted.  But  the  nation,  as  a  nation,  has  begun,  and  will 
never  cease,  financing  its  national  highway-carrier  system.  It  has 
attempted  to  take  full  control  over  making  the  prices,  maximum  and 
minimum,  of  the  transportation  product ;  of  the  building  of  new 
railroads  and  the  extension  or  abandonment  of  old  roads ;  of 
the  issuance,  and  disposition  of  the  proceeds,  or  securities ;  to 
limit  net  income  to  one-half  the  excess  over  6%,  the  other  half 
to  be  recaptured  and  available,  inter-alia,  for  the  purchase  of  equip- 
ment by  the  Interstate  Commerce  Commission ;  to  require  the  common 
use  of  corporation-owned  equipment  and  of  terminal  facilities  built 
for  strategic  competitive  purposes ;  and  to  authorize  or  approve  the 
pooling  of  traffic,  and  even  of  earnings.  Besides,  by  the  Wage  Board 
the  Federal  Government  really  controls  wages,  about  60%  of  the  cost 
of  the  transportation  product.  It  is  not  much  to  say  that  under  this 
act,  the  S'tate-chartered  railroad  corporations  have  left,  subject  to  their 
own  real  control,  hardly  more  than  the  purchase  of  supplies,  the  fixing 
of  the  salaries  of  the  executive  and  legal  forces,  and  the  initiative  in 
the  manoeuverings  for  consolidations,  out  of  which,  during  the  next 
few  years,  many  hundred  of  millions  of  profits  will  accrue  to  the  for- 
tunate insiders.  The  new  act  leaves  no  competition  worth  mentioning 
except  the  competition  among  executives  and  lawyers  to  see  which 
corporation  shall  pay  the  highest  salaries  and  largest  legal  fees.  In 
that  field  I  suspect  that  competition  will  be  effective  and  pleasant  to 
the  participants.  The  supplies  will  under  this  system  be  bought  at 
adequate  prices  from  pafties  sufficiently  affiliated  with  the  forces  in 
control  of  these  State-chartered  corporations.  Such  result  is  the  in- 
evitable incident  of  technical  railroad  ownership  by  corporations  be- 
longing, beneficially,  to  widely  scattered  bondholders  and  non-voting  or 
ignorantly-voting  stockholders,  and  therefore  managed  by  financial 
cliques  owning  little  or  no  part  of  the  properties  they  control.  The 
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New  Haven  used  to  buy  its  cars  of  Brady,  at  prices  high  enough. 
That  part  of  the  old  system  of  "  efficient  private  control,"  is  fully 
preserved  by  the  new  act.  The  prohibition  of  interlocking  officers  and 
directors  in  20a(12)  will  have  little  effect.  Waste  and  practices  essen- 
tially dishonest,  are  inherent  in  the  very  form  of  such  railroad  organ- 
ization. Labor  is  and  will  continue  inefficient  and  unduly  expensive 
until  the  waste,  extortions  and  "  honest  graft "  at  the  top  are 
eliminated. 

People  differ  as  to  the  prospects  of  success  or  failure  of  this  curious 
and  disjointed  attempt  to  make  a  national  highway-carrier  system  out 
of  State-chartered  corporations  subject  to  the  so-called  regulation  of 
a  national  tribunal  and  more  or  less  interference  from  forty-eight 
state  bodies.  I  am  personally  not  hopeful.  The  results  since  March 
1,  1920,  are  hardly  less  than  appalling.  I  find  no  sign  of  economy, 
hardly  a  sign  of  efficiency.  But  the  experiment  should  be  tried  fairly 
and  with  entire  good  faith.  The  optimists  are  entitled  to  their  day. 
Congress  has  so  determined. 

But  whether  this  system  be  called  national  regulation  or  national 
administration,  the  old,  ever-recurring  and  always  difficult,  problem  of 
properly  proportioning  centralized  power  and  administration  to  local- 
ized power  and  administration,  remains.  The  same  problem  would 
be  present,  in  but  slightly  different  form,  if  the  railroads  were  unified 
and  federalized.  Big  business,  whether  in  public  affairs  or  so-called 
private  affairs,  always  presents  the  problem  of  necessitated  centralized 
administration  inconsistent  with  effective  and  desirable  local  control. 
The  conflict  is  always*  with  us.  It  is  really,  on  a  small  scale,  the  prob- 
lem of  world  organization;  the  world  must  be  organized  as  a  unit; 
yet  it  cannot  be  organized,  so  far  as  we  now  see  and  believe,  except 
into  separate,  competing  units  called  nations.  Nationalism  seems  to 
most  of  us  even  more  essential  to  world  safety  (or  at  any  rate  to  our 
safety)  than  internationalism. 

But,  stated  as  a  generalization,  the  gist  of  the  new  Transportation 
Act  is  the  greatly  increased  recognition  of  our  railroads  as  National 
and  not  as  State  agencies.  While  it  cannot  be  said  that  there  remains 
no  such  thing  as  intrastate  commerce,  yet  if  the  act  is  sustained  as 
constitutional,  and  enforced  according  to  its  obvious  intent,  there  will 
remain  very  few  intrastate  rates  or  rates  made  as  intrastate  by  State 
authority.  Section  13  (4)  in  its  broad  condemnation  of  discrimination 
against  interstate  Commerce,  construed  with  the  rest  of  the  act,  is 
intended  to  give  to  the  Interstate  Commerce  Commission  little  less 
than  full  control  over  all  rates,  interstate  and  intrastate.  This  is  the 
necessary,  logical  result  of  the  national  Government's  undertaking  to 
finance  the  railroads  as  national  highways  and  to  provide  service  at 
cost.  The  service-at-cost  theory  does  not  destroy  the  validity  of  my 
assertion  as  to  the  essential  nature  of  the  new  statute.  '  If  approximate 
equality  of  rates  is  found  impracticable  under  this  scheme,  Federal 
incorporation  or  other  effective  means  of  giving  to  the  nation  full 
rate-making  power,  will  follow.  The  day  of  any  considerable  control 
over  rates  by  the  States  is  nearly  if  not  quite  past.  And  rightly  so; 
for,  as  noted  above,  our  railroads  are  National,  not  State,  highways  in 
essential  nature  and  function.  Texas,  New  York,  Illinois,  must  pay 
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their  fair  share  of  the  National  transportation  cost,  State  powers  to 

the  apparent  contrary  notwithstanding. 

The  general  situation  falls  within  the  familiar  principle  as  stated  by 

Mr.  Justice  Hughes  in  the  Shreveport  case    (Houston,  etc.,  Ry.  v. 

United  States,  234  U.  S.  342,  350),  where  he  says,  referring  to  the 

Commerce  Clause, 

"  It  is  of  the  essence  of  this  power  that,  where  it  exists,  it 
dominates.  Interstate  trade  was  not  left  to  be  destroyed  or  im- 
peded by  the  rivalries  of  local  governments.  *  *  *  The  fact 
that  carriers  are  instruments  of  intrastate  commerce,  as  well  as 
of  interstate  commerce,  does  not  derogate  from  the  complete  and 
paramount  authority  of  Congress  over  the  latter  or  preclude  the 
Federal  power  from  being  exerted  to  prevent  the  intrastate  opera- 
tions of  such  carriers  from  being  made  a  means  of  injury  to  that 
which  has  been  confided  to  Federal  care.  Wherever  the  interstate 
and  intrastate  transactions  of  carriers  are  so  related  that  the  gov- 
ernment of  the  one  involves  the  control  of  the  other,  it  is  Con- 
gress, and  not  the  State,  that  is  entitled  to  prescribe  the  final 
dominant  rule,  for  otherwise  Congress  would  be  denied  the  exer- 
cise of  its  constitutional  authority  and  the  State,  and  not  the 
•  Nation,  would  be  supreme  within  the  national  field." 

Why  have  we  been  so  slow  and  reluctant  in  taking  the  necessary 
journey  towards  unification  and  f ederalization  ?  The  objections 
originate  from  two  chief  sources:  (1)  From  those  who  have  a  nar- 
row, selfish  and  profit-making  interest  in  the  chaos  and  the  confusion, — 
the  manoeuvering  and  the  manipulation — incident  to  the  old  system 
and  its  slow  evolution  toward  order  and  efficiency.  If  you  look  at 
the  salary  lists  and  the  expenditures  for  legal  fees,  for  advertising 
and  for  propaganda,  you  will  find  adequate  explanation  of  much  of  the 
opposition  to  orderly  and  effective  coordination.  (2)  But  there  are 
other  objections  not  narrow,  groundless,  nor  selfishly  mercenary;  all 
sound-thinking  people  have  a  just  distrust  and  dislike  of  an  enormous 
bureaucracy.  To  centralize  the  management,  administration  or  regu- 
lation (the  three  run  into  each  other)  in  Washington  and  to  deprive 
states  and  communities  of  all  local  control  over  these  vitally  important, 
although  essentially  national  transportation  facilities,  evokes,  naturally 
and  properly,  dislike  and  distrust.  California  and  Oregon  are  per- 
fectly justified  in  saying  that  they  do  not  want  to  be  remitted  to  the 
tender  mercies  of  a  Washington  bureaucracy  when  they  desire  new 
stations,  the  elimination  of  grade  crossings,  changes  in  the  detail  of 
local  train  service,  or  some  other  slight  change  in  railroad  service  or 
plant,  purely  local  in  its  nature.  Nor  would  the  states  and  communi- 
ties much  nearer  Washington  than  California  be  any  more  content 
with  a  purely  centralized  control  in  Washington  over  local  service  and 
facilities.  The  contention  that  the  State  public-utility  boards  should 
continue  to  exist  and  to  function,  as  against  the  ever-increasing  domina- 
tion of  the  Federal  Government,  is  an  indication  of  perfectly  whole- 
some life. 

Dimly,  and  in  my  view  with  utter  inadequacy,  the  Transportation 
Act  recognizes  the  desirability,  if  not  the  necessity,  of  cooperation 
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between  interstate  and  State  authorities,  when  dealing  with  the  rail- 
road problem.     Section  13  (3)  provides  as  follows: 

"  Whenever  in  any  investigation  under  the  provisions  of  this 
Act,  or  in  any  investigation  instituted  upon  petition  of  the  carrier 
concerned,  which  petition  is  hereby  authorized  to  be  filed,  there 
shall  be  brought  in  issue  any  rate,  fare,  charge,  classification, 
regulation,  or  practice,  made  or  imposed  by  authority  of  any  State, 
or  initiated  by  the  President  during  the  period  of  Federal  con- 
trol, the  Commission,  before  proceeding  to  hear  and  dispose  of 
such  issue,  shall  cause  the  State  or  States  interested  to  be  notified 
of  the  proceeding.  The  Commission  may  confer  with  the  authori- 
ties of  any  State  having  regulatory  jurisdiction  over  the  class  of 
persons  and  corporations  subject  to  this  Act  with  respect  to  the 
relationship  between  rate  structure  and  practices  of  carriers  sub- 
ject to  the  jurisdiction  of  such  State  bodies  and  of  the  Commis- 
sion ;  and  to  that  end  is  authorized  and  empowered,  under  rules 
to  be  prescribed  by  it,  and  which  may  be  modified  from  time  to 
time,  to  hold  joint  hearings  with  any  such  State  regulating  bodies 
on  any  matters  wherein  the  Commission  is  empowered  to  act  and 
where  the  rate-making  authority  of  a  State  is  or  may  be  affected 
by  the  action  taken  by  the  Commission.  The  Commission  is  also 
authorized  to  avail  itself  of  the  cooperation,  services,  records,  and 
facilities  of  such  State  authorities  in  the  enforcement  of  any  pro- 
vision of  this  Act." 

The  authority  of  the  Federal  Government  to  control  State  rates  has 
been  flatly  denied  by  the  states  of  New  York,  Ohio,  Illinois,  Missouri, 
Nebraska  and  several  other  states,  and  a  number  of  cases  brought 
under  the  foregoing  statute  are  now  pending  before  the  Interstate 
Commerce  Commission.  New  York  says  the  passenger  from  Albany 
to  Buffalo  shall  pay  2  cents  a  mile ;  the  United  States  says  he  shall  pay 
3.6  cents  a  mile.  Which  is  to  rule? 

The  fact  that  the  State  commissions  may  accept  invitations  from  the 
Interstate  Commerce  Commission  to  "  confer  "  with  them,  and  "  hold 
joint  hearings  "  with  them,  and  to  "  co-operate  "  with  tnem  in  some 
ambiguous  and  ineffective  way,  will  not,  in  my  opinion,  meet  either  the 
desires  or  the  real  needs  of  the  local  communities.  No  power  is  given 
the  State  commissions  to  decide  or  to  help  decide  anything.  Their 
presence  at  "  joint  hearings  "  is  likely  to  be  purely  ornamental. 

I  have  sat  with  them.  As  a  State  Commissioner  I  sat  with  Mr. 
Commissioner  Prouty  and  was  always  politely  treated.  It  is  always  a 
joy  to  sit  with  him.  I  have  sat  as  a  State  Commissioner  in  State  cases, 
and  was  treated  very  well,  but  when  it  came  to  deciding  things,  it  was 
the  Interstate  Commerce  Commission  that  did  the  deciding.  It  was 
something  as  it  is  now  with  the  Clerk  of  my  Court.  When  a  question 
arises  about  costs,  he  has  something  to  say  about  what  he  thinks  they 
ought  to  be,  but  when  it  comes  to  deciding  the  case,  I  decide  it.  What 
is  needed,  now  that  the  railroads  are  recognized  as  being  essentially 
national  in  nature  and  function,  is  that  there  shall  be  a  delegation  by 
the  Nation  to  the  State  officials  of  national  power,  together  with  a 
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guarded  but  adequate  right  of  review  by  the  central  national  tribunal 
if  and  when  the  State  commission  really  disregards  national  right  and 
interests.  It  is  not  enough  that  the  State  commissions  should,  as  of 
grace,  exercising  State  powers  and  only  State  powers,  be  permitted  to 
confer  and  co-operate  (whatever  those  words  may  mean)  with  the 
national  commission.  Dealing  with  a  problem  which  is  in  legal  essence 
national,  State  commissions  ought,  if  possible,  to  be  given  Federal 
powers  for  local  use.  There  has  been  much  discussion  of  having 
regional  interstate  Commerce  Commissions.  This  is  a  recognition  of 
the  need  of  local  knowledge  of  local  conditions  and  the  recognition  of 
the  distrust  that  arises  in  communities  when  problems  and  needs  largely, 
if  not  essentially,  local,  are  remitted  to  Washington  for  long-distance, 
long-time,  big-expense  dealing.  Moreover,  the  Interstate  Commerce 
Commission  is  so  overloaded  and  overworked  that  relief  in  some  way 
must  be  found,  and  soon.  At  least  half  of  their  time  and  energy  is 
now  wasted  on  matters  that  ought  not  to  trouble  them. 

I  should  like  if  I  had  time  to  amplify  that.  If  you  expect  your 
Interstate  Commerce  Commission  to  survive  and  to  perform  the  func- 
tions which  it  must  perform,  if  we  are  to  get  order  out  of  this  chaos 
you  want  to  look  for  means  for  their  relief.  I  said  that  in  substance 
to  one  of  the  committees  of  Congress.  It  cannot  be  too  much  empha- 
sized. No  set  of  men  on  earth  can  do  all  the  work  which  has  been 
delegated  to  this  Commission.  Personally  I  have  the  greatest  respect 
for  their  public  spirit,  as  I  have  the  strongest  personal  liking  for  them. 
I  am  saying  this  in  behalf  of  the  Interstate  Commerce  Commission  and 
not  against  the  Interstate  Commerce  Commission. 

Under  Section  6  of  the  Selective  Service  Act  of  May  18,  1917  (U.  S. 
Comp.  S'tat.,  1916,  Supp.  1919,  vol.  1,  p.  526),  I  find  a  legislative  enact- 
ment of  an  idea  concerning  which  I  have  been  for  some  years  thinking. 
To  that  section  and  the  authorities  upon  which  it  is  based,  I  want  to 
direct  your  attention.  For  reference  to  many  of  the  authorities  I  shall 
discuss  I  am  indebted  to  the  courtesy  of  General  Enoch  H.  Crowder. 
to  whom,  as  I  understand,  a  large  part  of  the  credit  for  the  enactment 
of,  and  the  enormously  efficient  performance  under,  the  Selective  Ser- 
vice Act  is  due.  Section  6  provides : 

''  The  President  is  hereby  authorized  to  utilize  the  service  of  any 
or  all  departments  and  any  or  all  officers  or  agents  of  the  United 
States  and  of  the  several  states,  Territories,  and  the  District  of 
Columbia,  and  subdivisions  thereof,  in  the  execution  of  this  Act, 
and  all  officers  and  agents  of  the  United  States  and  of  the  several 
States,  Territories,  and  subdivisions  thereof,  and  of  the  District  of 
Columbia,  and  all  persons  designated  or  appointed  under  regula- 
tions, prescribed  by  the  President  whether  such  appointments  are 
made  by  the  President  himself  or  by  the  governor  or  other  officer 
of  any  State  or  Territory  to  perform  any  duty  in  the  execution  of 
this  Act,  are  hereby  required  to  perform  such  duty  as  the  Presi- 
dent shall  order  or  direct,  and  all  such  officers  and  agents  and 
persons  so  designated  or  appointed  shall  hereby  have  full  authority 
for  all  acts  done  by  them  in  the  execution  of  this  Act  by  the  direc- 
tion of  the  President." 
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I  digress  to  say  that  some  of  you  have  read  the  history  of  the  experi- 
ence of  this  nation  with  the  draft  act  of  1862,  which  was  administered 
from  Washington  by  the  Provost  Marshals,  who  were  assaulted  and 
some  of  them  I  believe  killed.  There  were  draft  riots  and  general 
trouble  and  chaos.  When  the  proposition  was  made  to  have  a  Selective 
Draft  Act  for  this  last  war,  a  good  many  of  the  older  people  looked  at 
it  askance.  But  it  was  enacted  and  it  worked  put  with  astonishing 
efficiency.  In  a  week  so  to  speak  about  the  best  citizenship  of  the 
country  among  the  older  people  were  put  on  the  draft  boards  selected 
by  local  officials,  operating  under  national  powers,  and  that  act  was 
carried  through  with  an  efficiency  which  has  amazed  our  people. 

Under  this  Act.  and  in  my  opinion  largely  as  a  result  of  this  happy 
co-ordination  of  National  and  State  powers,  the  American  people  gave 
in  1917  the  greatest  exhibition  of  efficient  national  power  ever  given  at 
any  time  by  any  people.  The  registration  and  enforcement  of  the 
Draft  Act  demonstrated  a  nationalized  power  of  organization  that 
amazed  even  the  most  optimistic  believers  in  America  and  accomplished 
Americanism. 

This  section,  as  will  be  seen,  is  grounded  upon  the  proposition  that 
the  national  Government  may  delegate  to  State  officials  the  performance 
of  national  functions.  Not  improbably  this  particular  delegation  may 
be  well  grounded  upon  the  war  powers.  I  pass  as  immaterial  for 
present  purposes  that  aspect  of  the  proposition.  But  the  question  still 
arises  whether,  apart  from  war  powers,  the  United  States  may,  either 
as  of  compelling  right,  or  with  the  assent  of  the  States,  delegate 
national  functions  to  State  officials. 

It  is  obvious  that,  now  that  railroad-carrier  transportation  has  by 
Congress  been  asserted  to  be  essentially  a  national  function,  if  Congress 
has  the  power  to  remit  questions  which  ought  to  be  primarily  deter- 
mined locally  to  state  utility  boards  with  a  guarded  power  of  review 
in  Washington,  whenever  a  Shreveport  or  analogous  case  arises,  the 
problem  of  regulation  or  administration,  or  both,  would  be  enormously 
simplified.  I  have  reached  a  reasonably  confident  conclusion  that  that 
may  be  done,  and  that  therefore  there  is  no  adequate  reason  for  pro- 
viding for  regional  interstate  commerce  commissions. 

I  recognize  that  the  suggestion  that  State  utility  boards  shall  act 
under  national  power  and  subject  to  revision  by  a  Federal  commission, 
will  not  be  altogether  agreeable  to  some  who  hold  strong — perhaps 
sound — views  as  to  state  rights.  But  the  State  utility  boards  shall 
realize  that  their  functions  as  to  our  railroads  are  sure  to  decrease 
unless  they  acquire  new  leases  of  power  from  the  National  Govern- 
ment. Whether  we  like  it  or  not,  State  functions  as  to  railroad  organ- 
ization, administration  and  regulation  are  certain  to  diminish  almost  to 
the  disappearing  point.  Practically,  therefore,  what  I  am  trying  to 
work  out  is  a  plan  to  keep  in  the  hands  of  State  officials  a  large  part 
of  the  powers  which  they  have  hitherto  exercised,  by  having  those 
powers  delegated  to  them  from  the  real  and  ultimate  source  of  railroad- 
control,  to  wit,  the  Federal  Government. 

If  you  want  to  keep  a  power  you  must  go  where  power  is.  Hard- 
headed  men  are  not  going  to  apply  to  the  Democratic  National  Com- 
mittee in  the  next  few  months  to  get  positions.  The  railroads  are 


PROCEEDINGS  OF  THE  THIRTY-SECOND  ANNUAL  CONVENTION          39 

national  in  their  functions.  If  the  State  commissions  want  to  retain 
power  they  should  go  where  the  power  is. 

The  attitude  of  the  State  commissions  toward  the  Federal  commis- 
sion should  be  "  morituri  salutamus" ;  else  ought  they  to  assert  the 
real  truth — -that  they  are  better  qualified  in  their  respective  States 
there  to  exercise  Federal  power  than  either  the  central  or  any  regional 
Federal  commission  can  be. 

I  think  the  State  utility  boards  are  not  only  likely  to  be  of  a  per- 
sonnel superior  to  that  which  would  be  obtained  for  regional  Inter- 
state Commerce  Commissioners  or  subordinates  thereof ;  but,  what  is 
more  important,  the  fact  that  they  are  State-selected  and  State-resident, 
will  make  them  more  responsive  to  local  rights  and  needs,  and  their 
decisions  more  satisfactory  to  the  communities  affected  thereby.  But 
I  repeat,  there  must  be  a  full  and  adequate  power  of  review  in  order 
to  enforce  the  paramount  National  right.  A  few  reversals  of  obviously 
discriminating  decisions  of  State  utility  boards  would  produce  balanced 
conclusions.  With  an  audience  like  this  I  need  not  amplify. 

I  turn  now  to  the  authorities  and  their  significance: 

The  most  elaborate  discussion  of  the  question  as  to  whether  Congress 
may  lawfully  delegate  Federal  functions  to  State  officials  is  found  in 
the  case  of  Levin  v.  United  States,  128  Fed.  826.  This  was  a  decision 
in  February,  1904,  by  the  Circuit  Court  of  Appeals  for  the  Eighth 
Circuit,  Judges  Sanborn,  Thayer  and  Hook.  In  Judge  Sanborn's 
learned  and  lucid  opinion  are  cited  and  reviewed  most  of  the  earlier 
cases. 

Levin  was  convicted  of  having  procured  aliens  to  obtain  fraudulent 
naturalization  certificates  from  a  Missouri  State  court.  This  judgment 
was  attacked  on  the  ground  that  the  State  court  had  no  constitutional 
jurisdiction  to  naturalize  aliens.  The  Constitution  of  the  United  States 
provides  that  Congress  shall  have  power  "  to  establish  uniform  rules 
of  naturalization."  The  admission  of  aliens  to  citizenship  is  a  judicial 
function.  Spratt  v.  Spratt,  4  Pet.  393.  It  follows  that  the  Missouri 
court  had  exercised  a  judicial  function  under  a  Federal  statute.  It 
was  contended  that  Congress  had  no  power  to  delegate  judicial  func- 
tions to  a  State  court, — partly  because  of  the  general  relations  between 
the  State  and  the  Nation,  and  partly  because  the  Constitution  provides 
that  "the  judicial  power  of  the  United  States  shall  be  vested  in  one 
Supreme  Court  and  in  such  inferior  courts  as  the  Congress  may  from 
time  to  time  ordain  and  establish."  (Article  3,  sec.  1)  As  of  course 
the  Missouri  court  was  not  ordained  and  established  by  Congress,  the 
argument  was  that  Congress  could  not  empower  it  to  exercise  a 
judicial  function  concerning  a  Federal  right,  to  wit,  naturalization. 

But  on  careful  review  of  the  authorities  this  contention  was  not 
sustained.  A  statute  under  which  State  courts  were  authorized  to 
naturalize  aliens  was  passed  in  1790  by  a  Congress,  various  members 
of  which  had  been  members  of  the  Constitutional  Convention.  See 
1  Stat.  103,  414.  This  was.  as  was  held  by  Judge  Sanborn,  practically 
"  contemporaneous  interpretation  of  the  provisions  of  the  Constitution 
relative  to  this  subject  by  those  who  framed  it." 

But  the  distinction  has  been  made  between  duties  imposed  by  the 
Nation  upon  State  officials  and  permissive  authority  given  either  to 
judicial  or  to  administrative  officials.  As  to  naturalization,  involving 
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judicial  powers,  the  Massachusetts  court  held  in  Stephens,  Petitioner, 
4  Gray,  559,  that  an  act  of  the  Massachusetts  Legislature  prohibiting 
courts  of  Massachusetts  from  entertaining  applications  for  naturali/a- 
tion  was  constitutional.  The  opinion  was  by  Chief  Justice  Shaw.  In 
effect,  he  held  that  the  Federal  Constitution  imposed  no  binding  obli- 
gation upon  the  States  to  require  their  courts  to  deal  with  natuniliza- 
tion.  a  Federal  function. 

It  is  rather  interesting  historically  to  remember  that  that  act  was 
passed  after  the  great  Irish  famine,  when  there  was  a  tremendous 
Irish  immigration,  and  the  Know-Nothing  movement  arose,  \\hirh 
was  largely  an  anti-Catholic  movement.  The  public  became  hysterical, 
and  I  think  the  Know-Nothing  party  elected  the  Governor  of  Massa- 
chusetts by  one  vote,  and  they  passed  laws  directing  that  Massa- 
chusetts should  not  authorize  the  naturalization  of  aliens.  I  find 
no  case  in  which  it  has  been  flatly  held  that  Congress  may  compel 
State  courts  to  entertain  applications  for  naturalization.  Possibly 
the  weight  of  authority  is  that  such  applications  are  to  be  regarded  as 
permissive  only.  In  Holmgren  r.  United  States,  217  U.  S.  509,  the 
principal  question  was  whether  Holmgren  could  be  legally  convicted 
in  a  Federal  Court  for  a  false  oath  in  naturalization  proceedings  had 
in  a  State  court.  Although  the  case  was  decided  in  1910,  six  years 
after  the  decision  in  the  Levin  case,  the  Levin  case  is  not  cited  in 
Mr.  Justice  Day's  opinion.  But  speaking  for  a  unanimous  court  as 
to  naturalization,  Mr.  Justice  Day  says :  "  Unless  prohibited  by  State 
legislation,  State  courts  and  magistrates  may  exercise  the  powers  con- 
ferred by  Congress  under  such  laws,"  citing  Stephens,  Petitioner,  4 
Gray,  559.  This  obviouslv  implies  an  option  in  the  States  to  accept 
or  to  reject  the  Federal  function. 

In  Second  Employers'  Liability  Cases.  223  U.  S.  1,  55,  59.  the  court 
dealt  with  the  question  as  to  whether  the  State  courts  of  Connecticut 
could  decline  cognizance  of  actions  to  enforce  rights  arising  under 
the  Federal  Employers'  Liability  Act.  and  answered  the  question  in  the 
negative.  The  Supreme  Court  said  that  there  was  not  then  involved 
"  any  attempt  by  Congress  to  enlanre  or  regulate  the  jurisdiction  of 
State  courts  or  to  control  or  affect  their  modes  of  procedure,  but  only 
a  question  of  the  duty  of  such  a  court,  when  its  ordinary  jurisdiction 
as  prescribed  by  local  laws  is  appropriate  to  the  occasion  and  is  in- 
voked in  conformity  with  those  laws,  to  take  cognizance  of  an  action 
to  enforce  a  right  of  civil  recovery  arising  under  the  act  of  Congress 
and  susceptible  of  adjudication  according  to  the  nrevailiner  rules  of 
procedure."  This  case  certainly  ?oes  a  long  wav  in  asserting  power 
of  Congress  to  compel  State  officials  to  enforce  Federal  rights  falling 
within  the  ereneral  cognizance  of  the  official  power  and  duties  accruing 
to  such  officials  under  State  law. 

The  opinion  cites  Claflin  v.  Houseman,  93  U.  S.  130,  136.  137, 
quoting  therefrom, 

''  The  laws  of  the  United  States  are  laws  in  the  several  States 
and  just  as  much  binding  on  the  citizens  and  courts  thereof  as  the 
State  laws  are.  The  United  States  is  not  a  foreign  sovereignty 
as  resrards  the  several  States,  but  is  a  concurrent,  and,  within  its 
jurisdiction,  paramount  sovereignty." 
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In  Claflin  v.  Houseman  (1876),  the  opinion  of  the  unanimous 
court  was  written  by  Mr.  Justice  Bradley,  and  the  chief  point  (decided 
in  the  affirmative)  was  whether  an  assignee  in  bankruptcy  could  sue 
in  the  State  courts.  The  reasoning,  with  the  citation  of  earlier 
opinions,  is  most  learned  and  illuminating. 

There  is  a  considerable  number  of  other  instances  of  the  delegation 
of  Federal  power  to  State  officials.  Revised  Laws,  sec.  1634,  provides 
that  there  shall  be  "  appointed  in  each  State  an  adjutant-general, 
whose  duty  it  shall  be  to  distribute  all  orders  from  the  commander-in- 
chief  of  the  State  to  the  several  corps."  Possibly  it  might  be  argued 
that  this  statute  is  grounded  upon  the  peculiar  provisions  of  the  Con- 
stitution as  to  the  relations  of  the  Federal  and  State  governments 
concerning  the  militia.  But  under  Revised  Laws,  sec.  3066,  Federal 
duties  are  imposed  upon  justices  of  the  peace  and  other  magistrates 
appointed  under  State  authority.  Compare  Dallemagne  v.  Moisan, 
197  U.  S.  169,  where  the  question  arose  as  to  whether  the  police  of 
San  Francisco  could  make  a  valid  arrest  of  a  seaman  belonging  to  a 
French  vessel.  Mr.  Justice  Peckham  said,  as  to  the  contention  that  a 
Federal  treaty  could  not  impose  a  duty  upon  a  State  officer: 

"  It  has  long  been  held  that  power  may  be  conferred  upon  a 
State  officer,  as  such,  to  execute  a  duty  imposed  under  an  act 
of  Congress,  and  the  officer  may  execute  the  same,  unless  its 
execution  is  prohibited  by  the  Constitution  or  legislation  of  the 
State."  Citing  Prigg  v.  Pennsylvania,  16  Pet.  539,  622 ;  Robertson 
v.  Baldwin,  165  U.  S.  275. 

In  Robertson  v.  Baldwin,  Mr.  Justice  Brown  reviewed  many  of  the 
earlier  authorities,  and  held  that  Congress  may  constitutionally  confer 
upon  said  justices  of  the  peace  power  to  arrest  deserting  seamen. 
Other  cases  dealing  with  functions  imposed  or  permitted  are  as  follows : 

State  v.  Wells,  2  Hill  (S.  C.)  337;  State  v.  McBride,  1  Rice,  (S.  C.) 
400 ;  Davison  v.  Champlin,  7  Conn.  244. 

As  to  permissive  authority  to  administration  officials,  see  sec.  7  of 
Grain  Standards  Act,  39  Stat.  482,  sec.  5  of  Quarantine  Act,  20, 
Stat.  38. 

Compare  also  In  re  Spangler,  1 1  Mich.  298 ;  In  re  Griner,  16  Wis. 
447,  Druecker  v.  Salomon,  21  Wis.  628,  638;  Allen  v.  Colby,  47  N.  H. 
544. 

As  to  functions  of  notaries  public,  and  other  magistrates,  see 
Rev.  Laws,  sees.  863,  1014,  1015;  Ableman  v.  Booth,  21  How.  506; 
Robb  v.  Connolly,  111  U.  S.  624. 

As  noted  above,  some  other  illustrations  of  the  same  general  principle 
are  found  in  Judge  Sanborn's  opinion,  128  Fed.  826. 

On  these  authorities  it  is,  I  think,  entirely  safe  to  conclude  that 
Congress  may  constitutionally  empower  State  utility  boards  to  perform 
Federal  functions  concerning  the  regulation  or  administration  of  a 
national  highway-carrier  system.  There  may  be  arguable  doubt  as  to 
whether  such  State  tribunals  could  be  compelled  by  act  of  Congress  to 
perform  Federal  duties.  The  decisions  in  the  Court  of  Appeals  in  the 
Levin  case  and  of  the  Supreme  Court  in  the  Second  Employers'  Lia- 
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bility  Cases  go  far  to  sustain  the  proposition  that  such  compulsory 
performance  of  duties  may  be  validly  imposed. 

Practically,  permissive  power  would  probably  be  enough.  The  interest 
of  the  States  in  retaining,  so  far  as  possible,  control  over  what  are 
mainly  local  matters,  would  induce  the  States  to  permit  their  public 
utility  boards  to  perform  Federal  functions.  The  alternatives  of  either 
having  to  go  to  Washington  for  a  determination  of  practically  all  rail- 
road problems,  or  having  a  regional  interstate  Commerce  Commission 
and  ramifying  Federal  bureaucracy — certain  to  be  less  responsive  to 
local  needs  and  desires  than  State  commissions — not  to  mention  the 
expense  and  complexity — would,  I  think,  effectually  prevent  the  States 
from  taking  the  position  that  the  Massachusetts  legislature  took  in  1855 
concerning  naturalization  in  the  State  courts.  That  act  was  probably 
a  temporary  ebullition  of  Know-Nothingism  or  pseudo-patriotism  of 
the  time,  and  long  ago  repealed. 

Somewhat  more  concretely — I  think  the  Federal  railroad  statutes 
should  provide  that  commutation  rates  around  our  large  cities,  the 
elimination  of  grade  crossings,  the  details  of  local  service  as  to  the 
time  and  number  of  trains,  and  their  stopping  at  stations,  and  the 
functions  otherwise  necessarily  shortly  to  be  deputed  to  local  examiners 
of  the  Interstate  Commerce  Commission,  etc.,  etc.,  should  primarily  be 
determined  by  the  State  public  utility  boards,  acting  for  the  Federal 
Government,  with  a  guarded  power  of  review  or  appeal  to  the  Interstate 
Commerce  Commission  or  to  some  division  thereof  if,  and  when,  the 
local  determination  is  found  to  involve,  substantially,  methods  or 
practices  or  financial  results,  of  national  moment.  So  long  as  the 
railroads  are  operated  by  separate.  State-chartered  corporations,  a 
right  of  appeal  to  the  Interstate  Commerce  Commission  might  be 
reserved  to  such  corporations.  If,  and  when,  the  railroads  are  unified 
and  federalized,  a  regional  official  might  be  authorized  to  appeal  to  the 
Federal  commission  from  the  order  of  the  State  commissioners.  More- 
over, the  Interstate  Commerce  Commission  should  of  its  own  initiative 
retain  power,  on  certiorari  or  analogous  method,  to  bring  before  it 
for  review  or  modification  any  record  of  proceedings  before  a  State 
tribunal  requiring,  in  the  interests  of  uniformity  or  because  of  national 
prejudice,  Federal  revision.  Such  revisionary  power  would  be  easily 
effective,  both  for  uniformity  and  to  prevent,  for  instance,  State  trib- 
unals from  making  commutation  rates  around  large  cities  so  low  as 
unduly  to  prejudice  the  national  financial  structure,  or  from  building 
inordinately  ornamental  and  expensive  stations.  Such  power  on  its 
own  initiative  would  be  far  more  effective  than  that  which  the  Supreme 
Court  now  exercises  on  certiorari  over  the  decisions  of  the  Circuit 
Courts  of  Appeals ;  for  the  Supreme  Court  can  issue  certiorari  only 
on  the  application  of  one  of  the  parties  litigant. 

Without  further  present  elaboration,  I  venture  the  confident  assertion 
that  there  is  no  great  difficulty  in  drafting  a  statute  which  will  easily 
vest  important,  desirable,  and  much  appreciated  local  Federal  functions 
in  State  utility  boards,  without  substantially  encroaching  upon  the 
effectiveness  and  uniformity  of  all  that  ought  to  be  centralized  control 
in  Washington  by  the  Interstate  Commerce  Commission.  (Applause.) 
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Mr.  CARL  D.  JACKSON  of  Wisconsin — Mr.  President,  those  of  us  who 
got  to  know  Judge  Anderson  when  he  was  a  member  of  the  Inter- 
state Commerce  Commission  grew  to  have  a  great  respect  for  his 
ability  and  his  habit  of  seeing  things  from  a  public  viewpoint.  There- 
fore it  was  a  very  great  pleasure  when  we  learned  that  Judge  Anderson 
would  take  the  time  to  give  us  the  benefit  of  his  views. 

I  am  about  to  move  the  passage  of  a  resolution  of  thanks  to  Judge 
Anderson,  but  before  doing  so  I  would  like  to  make  one  or  two  remarks 
in  relation  to  what  Judge  Anderson  has  said. 

There  is  one  thing  about  the  statement  of  Judge  Anderson's  views, 
and  that  is  their  clarity ;  and  whenever  he  has  expressed  himself  on 
a  subject  we  know  that  that  expression  is  the  result  of  his  profound 
thought. 

Of  course  on  all  of  these  questions  which  are  before  the  country 
today,  which  are  of  such  vast  importance  to  everybody  in  the  United 
States,  it  is  natural  that  there  should  be  a  diversity  of  opinion,  and, 
of  course,  the  Judge  recognizes  that  diversity  of  opinion  as  existing 
here  in  Washington,  and  among  the  Commissioners  who  are  here  as- 
sembled. I  think  the  Judge  is  to  be  complimented  for  having  been 
kind  enough  to  express  frankly  his  views  on  these  subjects,  although 
he  is  fully  aware  that  on  some  points  we  do  not  in  all  things  agree 
with  him. 

From  what  we  have  seen  of  the  railroad  situation  in  this  country 
in  the  last  few  months  I  do  not  think  the  Commissioners  as  a  whole 
are  inclined  to  take  the  view  that  there  is  not  an  increase  in  efficiency. 
I  believe  that  increase  in  efficiency  has  already  been  shown  in  some 
particulars  in  the  economic  arrangements  of  the  railroads  themselves. 
I  am  quite  sure  there  is  a  great  improvement  over  the  situation  as  it 
existed  during  Federal  control ;  and  it  is  the  existence  of  this  tendency 
toward  greater  efficiency  and  economy,  which  I  believe  is  now  apparent 
in  many  sections  of  the  country,  that  gives  us  all  reason  to  believe 
that  the  future  of  the  railroad  situation  in  the  United  States  is  not 
hopeless. 

As  to  the  meaning  of  the  Transportation  Act,  I  think  that  many  of 
us  are  now  engaged  in  trying  to  solve  its  meaning  in  proceedings  be- 
fore the  Interstate  Commerce  Commission,  and  upon  that  question  we 
are  presenting  our  views  from  time  to  time  in  the  hope  that  we  shall 
get  the  law  construed  as  we  believe  it  to  be,  after  profound  study. 
Our  views  on  the  one  particular  section  of  the  Act  in  which  we  are  all 
so  much  interested  happen  to  differ  quite  materially  from  those  of 
Judge  Anderson.  Nevertheless  I  think  it  is  a  mark  of  progress  on 
our  part  that  we  are  glad  to  receive  and  study  the  opinion  of  able  and 
conscientious  public  servants  who  have  made  a  study  of  these  questions 
in  the  public  interest,  in  order  that  we  may  show  our  catholicity  of 
spirit  and  learn  from  those  expressions  of  opinion.  Therefore,  I 
think  we  should  be  thankful  to  Judge  Anderson  for  coming  before 
us  and  elucidating  his  views,  because  we  should  try  to  study  these 
great  questions  from  every  point  of  view. 

Mr.  President,  I  offer  the  following  resolution,  which  I  think  we 
should  pass  unanimously  by  a  rising  vote : 
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"  Be  it  resolved  by  the  National  Association  of  Railway  and 
Utilities  Commissioners  that  we  hereby  tender  a  vote  of  thanks 
to  Judge  Anderson  for  his  courtesy  in  presenting  his  very  inter- 
esting views  in  his  carefully  prepared  address." 

I  move  the  adoption  of  that  resolution  by  a  rising  vote. 
The  resolution  was  unanimously  agreed  to  by  a  rising  vote. 

PUBLIC  OWNERSHIP  AND  OPERATION. 

The  report  of  the  Committee  on  Public  Ownership  and  Operation 
was  presented  by  its  Chairman,  Mr.  P.  J.  Lucey,  of  Illinois,  as  follows : 

To  the  National  Association  of  Raihvay  and  Utilities  Commissioners: 

\Vc,  your  committee  on  "  Public  Ownership  and  Operation,"  from 
which,  in  accordance  with  custom  a  report  is  expected,  beg  leave  to 
submit  the  following  as  its  report  on  the  general  subject  embraced  in 
the  title  of  this  committee. 

The  question  of  private  ownership  with  regulation  as  against  public 
ownership  without  regulation  should  no  longer  be  considered  by  intel- 
ligent investigators  an  open  question. 

\Ye  think  it  may  be  admitted  as  a  general  proposition  that  public 
ownership  and  operation  has  failed  wherever  it  has  been  properly 
tested.  \Ye  recognize  the  fact  that  in  some  special  locations  public 
ownership  and  operation  may  appear  to  be  successful  but  we  hold  that 
if  the  real  facts  might  be  ascertained  and  the  same  test  applied  to 
the  publicly  owned  and  operated  utility  as  is  applied  by  regulatory 
bodies  to  the  privately  owned  and  operated  utility,  the  general  result 
will  apply  in  all  instances. 

\Ye  need  no  better  illustration  of  the  result  of  the  attempt  of  the 
public  to  operate  utilities  than  the  recent  operation  of  the  railroads 
by  the  United  States  Government,  These  roads  were  taken  over  pur- 
suant to  the  war  power  of  the  government  and  operated  by  the  Director 
General  with  such  autocratic  power  and  independent  irresponsibility 
that  the  financial  and  other  business  interests  of  the  country  wondered 
what,  if  any,  limitations  really  existed  and  in  what  forum  conflicting 
claims  of  right  might  be  adjusted,  if  indeed  there  was  any  forum  of  ar> 
peal  from  the  will  of  the  supreme  operating  authority.  In  fact  or  at 
least  in  practice  there  was  no  limitation  on  the  power  of  the  Director 
General  and  he  operated  these  utilities  as  a  unified  system  with*  full 
power  and  authority  to  make  and  change  all  rules  and  regulations  to 
accomplish  the  most  beneficial  results.  The  rate  of  wages  and  the 
rates  to  be  paid  by  the  shippers  and  the  rate  of  return  to  the  owners  of 
the  property  were  arbitrarily  fixed  by  the  national  goverpment  and  a 
full  and  free  opportunity  was  given  to  test  the  competency  of  public 
operation  in  the  interest  of  the  public  and  the  efficiency  of  the  service 
so  rendered. 

The  result  is  common  knowledge.  As  the  necessity  which  gave  rise 
to  the  assumption  of  federal  control  and  operation  approached  a  con- 
clusion, the  question  of  returning  the  roads  to  their  owners,  and  the 
manner  and  method  of  turning  them  back  became  such  a  complicated 
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question  that  the  situation  became  similar  to  that  of  the  man  who  had 
hold  of  the  bear — he  was  unable  to  hold  on  and  feared  to  let  go.  They 
came  back  to  their  owners  in  a  broken  and  disorganized  condition  and 
it  was  necessary  for  the  national  government  to  create  a  fund  which 
might  be  loaned  to  the  railroads  for  the  purpose  of  rehabilitating  them 
and  restoring  them  somewhat  to  their  normal  condition  before  govern- 
ment operation  began. 

In  addition  to  which,  since  they  have  been  returned  to  their  owners 
there  have  been  increases  in  freight  and  passenger  rates  until  the  public 
are  today  paying  the  highest  rate  for  freight  and  passenger  transpor- 
tation in  interstate  traffic  that  was  ever  charged  by  the  railroads  and 
more  than  the  most  optimistic  railroad  president  dreamed  would  ever 
be  their  lot  within  as  late  a  period  as  five  years  ago.  Is  there  any  rea- 
sonable and  thinking  man,  who  has  paid  the  slightest  attention  to  the 
subject  matter,  who  can  be  heard  to  maintain  the  doctrine  that  gov- 
ernmental operation,  not  to  speak  of  governmental  ownership,  was 
a  success? 

In  the  field  covered  by  the  other  utilities,  street  cars,  electric  light 
and  power,  telephone  and  telegraph,  gas  and  water,  there  has  not  been 
the  same  opportunity  to  make  the  character  of  test  as  was  made  with 
the  railroads.  These  latter  utilities  came  upon  the  field  at  different 
times  through  process  of  invention  and  being  a  new  enterprise  and  a 
new  business,  each  in  its  turn  was  obliged  to  create  the  demand  for  the 
product  it  served  or  the  service  it  rendered.  In  the  early  years  the 
public  was  not  interested  in  either. 

\\ith  such  utilities  as  required  municipal  permits  or  franchises  the 
matter  was  conducted  by  the  officers  of  the  utility  representing  the 
demands  or  necessities  of  the  utility  company  on  the  one  hand  and  the 
municipal  bodies  controlling  the  use  of  streets  and  public  avenues  and 
representing  the  public  at  large  on  the  other.  Each  party  was  dealing 
with  the  other  to  secure  the  best  advantage  possible  for  the  interest 
which  it  represented.  There  was  no  independent,  disinterested  and 
honest  effort  to  ascertain  what  should  be  a  just  and  reasonable  rate  to 
which  the  utility  should  be  entitled  and  at  the  same  time  protect  the 
public,  until  the  advent  of  the  regulatory  commissions. 

When  the  commissions  took  hold  of  the  situation  the  result  in  many 
instances  was  a  lowering  of  rates  and  the  commissions  were  correspond- 
ingly popular.  Since  the  outbreak  of  the  war,  with  the  enormous 
increase  in  the  cost  of  labor  and  all  materials  entering  into  the  construc- 
tion and  operation  of  utilities  the  Commissions  have  been  confronted 
with  the  necessity  of  meeting  these  advanced  costs  in  order  to  permit 
the  utilities  to  function,  and  in  different  sections  of  the  country  there 
has  originated  a  demand  for  municipal  ownership  and  public  operation 
on  the  part  of  those  who  think  or  believe  that  the  Commissions  should 
compel  or  seek  to  compel  the  utilities  to  operate  at  the  rates  which 
were  prevalent  prior  to  the  outbreak  of  the  war. 

It  seems  remarkable  that  any  sane  man  with  a  knowledge  of  the 
increase  in  all  costs  of  living  should  think  or  expect  that  utility  cor- 
porations might  be  an  exception  to  the  general  rule.  No  reasonable 
man  has  thought  so.  The  operation  of  these  general  laws  has  again 
produced  the  political  agitator  who  has  sought  and  is  seeking  to  make 
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political  capital  out  of  present  necessities.  We  all  know  him  and  we 
all  understand  his  motives.  It  is  remarkable  that  the  public  at  large 
should  not  also  recognize  the  impossibility  of  doing  business  today  at 
the  cost  of  doing  business  prior  to  the  war.  It  is  remarkable  that  men, 
honest  and  reasonable  in  the  conduct  of  their  own  business  affairs,  will 
accept  as  gospel  truth  the  perverted,  even  dishonest  statements  of  the 
demagogue  who  seeks  to  climb  into  power  and  prestige  by  denouncing 
the  increased  rates  allowed  to  utility  corporations  by  the  state  and 
national  regulatory  Commissions.  It  is  remarkable  that  the  public  has 
not  sufficient  appreciation  of  the  constitutional  limitations  and  the 
constitutional  restrictions  placed  upon  the  attempted  confiscation  of 
private  property  for  public  use. 

It  is  possible  that  in  some  communities,  indeed  in  some  states,  the 
laws  creating  the  regulatory  Commissions  may  be  repealed  by  reason 
of  the  weakness  of  the  legislative  power  to  withstand  the  demands  of 
the  demagogue,  but  in  those  communities  and  in  those  states  we  believe 
the  state  and  federal  courts  will  protect  the  rights  of  those  who  have 
invested  their  money  in  the  securities  of  the  utility  corporations,  and 
compel  the  authorities  to  permit  the  collection  of  just  and  reasonable 
rates.  The  question  which  confronts  such  communities  and  states  is 
the  question  whether  they  will  permit  the  regulation  and  control  of 
these  vast  interests  by  regulatory  bodies  created  under  state  law,  or 
whether  they  choose  to  permit  the  utilities  to  establish  their  own  rates 
as  just  and  reasonable,  protected  by  the  injunctions  of  the  state  and 
federal  courts. 

It  is  most  natural  in  this  condition  of  affairs  that  the  demagogue 
and  the  dreamer  should  invoke  the  doctrine  of  public  ownership  and 
public  operation.  We  have  seen  it  made  the  issue  and  apparently 
honestly  urged  by  men  reasonable  and  sane  in  all  other  matters,  but 
who  hope  by  some  process  of  legerdemain  to  continue  to  pay  high 
constructive  costs,  high  wages  and  other  advanced  costs  of  operation, 
and  yet  continue  to  operate  the  utilities  at  the  same  price  for  the 
product  or  service  rendered,  as  was  in  vogue  prior  to  the  World  War. 
Some  are  honest  we  are  forced  to  believe  and  others  are  not. 

The  argument  is  generally  advanced  that  in  the  early  construction 
days  of  the  railroad  and  other  utilities  the  public  was  defrauded  by 
wild  cat  financing,  and  as  a  result  thereof,  public  opinion  is  prejudiced 
against  utility  corporations  in  general.  These  charges  may  or  may  not 
be  true  and  it  is  not  necessary  for  the  consideration  of  this  question  to 
review  them.  We  know  that  under  the  present  system  of  public 
regulation  these  abuses  can  no  longer  exist.  We  know  that  as  a  result 
of  the  depreciation  in  all  values  resulting  from  the  Great  War  that 
any  "  water  "  which  might  have  existed  in  these  properties  has  been 
squeezed  out  and  cannot  get  back  in. 

We  have  noted  many  changes  in  the  functions  of  the  government 
during  these  later  years  and  many  enterprises  and  duties  have  been 
assumed  by  the  state  and  national  government  which  were  not  dreamed 
of  by  the  founders  of  our  system,  and  it  may  be  necessary  to  continue 
the  experiments  even  to  the  extent  of  taking  over  the  utility  corpora- 
tions in  order  to  convince  the  public  at  large  that  such  is  not  the  proper 
method  and  manner  of  operating  them. 
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It  stands  to  reason  that  no  business  enterprise  dependent  upon  the 
varying  changes  of  political  thought  can  be  operated  by  the  public  in  as 
efficient,  methodical  and  careful  a  manner  as  can  a  similar  business 
enterprise  managed  by  a  body  of  men  who  have  their  capital  invested 
therein,  or  who  represent  those  who  have  invested  their  fortunes 
therein. 

It  may  be  necessary  in  order  to  further  'demonstrate  this  fact  that 
the  public  will  demand  a  further  extension  of  the  experiment  of 
municipal  ownership  or  municipal  operation.  It  is  being  tested  in  some 
of  the  European  countries  today,  it  is  demanded  in  this  country  by 
those  who  would  destroy  our  governmental  system  and  substitute  some 
system  similar  to  that  which  is  said  to  operate  in  Russia.  There  are 
two  classes  of  people  opposed  to  private  ownership  with  governmental 
regulation.  One  is  made  up  of  the  classes  of  the  communist,  the 
anarchist  and  all  others  who  follow  the  divers  and  various  governmental 
vagaries  with  which  they  seek  to  supplant  our  constitutional  govern- 
ment. The  other  general  class  is  the  dreamer,  the  visionary,  the 
professor  who  deals  in  ideals  but  not  facts,  and  who  is  opposed  to 
private  ownership  and  governmental  regulation  because  they  both  feel 
that  should  this  process  fail  nothing  will  remain  but  public  ownership 
and  public  operation,  and  we  believe  they  are  correct  in  that  view  . 

Destroy  private  ownership  with  public  regulation  and  the  next  step 
is  government  ownership  and  government  operation.  When  that  time 
comes,  if  it  does,  our  system  of  government  will  have  changed  to  meet 
it.  We  will  not  be  living  under  the  system  of  constitutional  govern- 
ment which  we  now  enjoy  because  these  properties  cannot  be  taken 
over  and  honestly  paid  for  through  any  series  of  bond  issues  or  other- 
wise, and  operated  as  efficiently  and  economically  as  they  are  now 
operated  in  the  hands  of  their  owners.  In  order  to  take  them  over  and 
operate  them  at  a  less  cost  than  their  owners  can  operate  them,  it  will 
be  necessary  to  confiscate  all  or  a  large  portion  of  the  actual  value  of 
these  properties,  and  if  that  can  be  accomplished  it  will  be  notice  to 
the  world  that  our  constitution  has  changed,  and  that  our  courts  are 
no  longer  able  or  capable  of  protecting  private  property  from  public 
confiscation.  It  is  no  less  immoral  to  take  private  property  for  public 
use  without  making  just  compensation  therefor  than  it  is  to  take  private 
property  for  private  use  under  the  same  or  similar  circumstances. 

We  believe  that  the  present  system  of  private  ownership  and  private 
operation  with  public  regulation  as  is  now  the  custom  in  this  country, 
is  the  proper,  logical  and  indeed  the  only  just  and  honest  manner  of 
conducting  the  public  utility  business  of  this  country. 

P.  J.  LUCEY 

Chairman 

Hon.  George  R.  Van  Namee,  of  the  Second  District,  New  York  Commission, 
a  member  of  the  Committee,  declined  to  sign  the  report. 


Mr.  LUCEY — Because  the  members  of  this  Committee,  like  the  mem- 
bers of  other  committees,  are  so  widely  scattered,  I  did  not  have  the 
opportunity  of  getting  the  Committee  together  to  present  this  report  to 
the  individual  members.  So  I  followed  the  only  other  practicable  plan 
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and  sent  a  copy  of  the  report  to  each  member  of  the  Committee  with 
the  request  that  he  reply  to  me  or  to  the  Secretary  stating  his  views.  I 
revived  three  letters  in  reply,  one  from  Mr.  Cansler,  of  South  Caro- 
lina, approving  the  report,  one  from  Mr.  Atwill,  of  Massachusetts,  con- 
curring in  part  and  non-concurring  in  part,  and  one  from  Mr.  Van 
Namee,  of  the  Second  District  of  New  York,  who  disapproved. 

The  others  did  not  reply  to  me.  They  were  Mr.  Greenwood,  of 
Utah,  Mr.  Marshall,  of  Ohio,  and  Mr.  Taylor,  of  Louisiana. 

Mr.  President,  I  move  the  adoption  of  the  report. 

The  motion  was  seconded. 

President  SHAW — It  has  been  moved  and  seconded  that  the  report 
as  read  be  adopted.  Is  there  any  discussion  ? 

Mr.  WILLIAM  M.  SMITH  of  Michigan — Mr.  President,  I  take  it  that 
the  adoption  of  the  report  as  it  has  been  moved  would  not  in  any  way 
pledge  this  Convention  to  all  of  the  statements  or  theories  therein  con- 
tained. If  it  would,  then  I  would  like  to  amend  the  motion  by  moving 
that  the  report  be  received  and  placed  on  file. 

I  should  dislike  to  see  the  Association  go  on  record  as  standing 
behind  all  of  the  statements  in  the  report,  although  I  believe  there  is 
much  good  in  the  report. 

Mr.  EDWARD  FLAD  of  Missouri — Mr.  President,  I  am  not  prepared 
at  this  time  to  discuss  the  features  of  this  report.  I  should  be  very 
sorry  though  to  see  the  Convention  adopt  it.  It  is  not  at  all  in 
sympathy  with  my  ideas.  I  notice  the  report  says : 

"  There  are  two  classes  of  people  opposed  to  private  ownership 
with  governmental  regulation.  One  is  made  up  of  the  classes  of 
the  communist,  the  anarchist,  and  all  others  who  follow  the  divers 
and  various  governmental  vagaries  with  which  they  seek  to  sup- 
plant our  constitutional  government.  The  other  general  class  is 
the  dreamer,  the  visionary,  the  professor  who  deals  in  ideals  but 
not  facts." 

Well,  I  hope  I  am  somewhat  of  a  dreamer,  but  I  am  not  a  professor 
and  never  have  been.  Personally  I  want  to  say  that  I  believe  in  public- 
ownership.  I  do  not  believe  that  the  Government  should  take  over  all 
utilities  at  one  time,  but  I  believe  that  ultimately  the  Federal  Govern- 
ment and  the  states  should  take  them  over.  Just  as  a  child  must  learn 
to  walk,  so  I  believe  the  States  and  the  cities  and  the  National  Govern- 
ment should  learn  to  operate  these  utilities.  To  my  mind  there  is  one 
thing  that  forbids  or  prevents  Government  operation  of  utilities  ef- 
fectively and  efficiently.  Before  that  can  be  accomplished  we  must 
remove  the  operation  of  the  various  utilities  from  politics.  Whenever 
the  day  comes  that  appointments  to  operate  National  and  State  utilities 
are  made  on  the  basis  of  merit  and  efficiency  and  not  on  the  basis  of 
service  to  some  political  party,  then  I  say  the  Government  will  be  able 
to  operate  its  utilities  just  as  well  as  private  individuals  can.  More- 
over, it  would  remove  much  cause  of  corruption. 

As  I  say,  I  am  not  prepared  at  this  time  to  discuss  this  report,  but  I 
do  hope  it  will  be  rejected  in  toto. 
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Mr.  JAMES  CANSLER  of  South  Carolina — Mr.  President  and  gentle- 
men, I  am  a  member  of  this  Committee,  and  I  approve  this  report. 
Thinking  perhaps  that  there  might  be  some  objections  to  it,  I  wish  to 
state  some  of  the  reasons  why  I  support  it.  Some  one  has  said  that 
while  we  all  may  differ,  we  differ  in  a  friendly  way. 

The  first  part  of  this  report  sets  out  the  mind  of  your  Committee 
in  a  general  proposition,  that  public  ownership  and  operation  has  failed 
wherever  it  has  been  properly  tested ;  that  in  some  special  locations 
public  ownership  and  operation  may  appear  to  be  successful,  but  we 
hold  that  if  the  real  facts  might  be  ascertained  and  the  crucial  test 
applied  to  publicly  owned  and  operated  utilities,  as  applied  by  regulatory 
bodies  to  the  privately  owned  and  operated  utilities,  the  general  result 
will  apply  in  all  instances. 

Backing  up  this  basis  and  the  report,  I  thought  it  might  be  well  for 
me  to  set  forth  plainly  my  views. 

Government  management  of  commercial  affairs  is  never  expedient, 
never  wise,  never  fruitful.  It  is  unnecessary.  Government  manage- 
ment everywhere  means  the  same  thing — lax  responsibility,  great  out- 
lay. Public  ownership  and  operation  have  an  unfavorable  report  in 
almost  all  countries  long  since.  Indeed,  the  question  has  been  a  vital 
subject  for  discussion  ever  since  railroad  history.  Previous  to  1918 
we  are  proud  to  note  the  few  advocates  in  America  for  Government 
ownership  and  operation.  They  loved  to  coquette  with  the  subject,  but 
were  too  wise  and  too  practical  to  embrace  it.  They  seemed  to  consider 
it  a  question  not  to  be  decided  by  epigram  or  analogy.  A  curious  and 
intricate  question,  great  and  appalling ;  I  might  say  in  view  of  present 
intricacies,  a  question  with  more  than  two  sides  to  it.  Since  the  above 
named  period,  America  appears  to  have  fallen  in  line  with  Soloman's 
Prophecy  of  Nations — "  Grow  weaker  and  wiser."  The  United  States 
under  the  pretext  that  Pat  got  in  jail  "  faith  and  bejabers  more  by  com- 
pulsion than  by  will,"  with  bridle  off,  attempts  operation  of  railroads 
and  other  utilities,  gives  the  Director  General  independent  and  irre- 
sponsible power,  permits  him  to  lay  aside  all  rules  and  regulations  at 
his  will,  the  result  of  which  is  not  a  thing  of  beauty.  We  are  in  the 
present  predicament,  we  all  know  and  feel  so  much.  Too  great  and 
undesired  to  be  told.  The  unlimited  interrogation  is,  how  are  we  to 
escape  so  great  a  cloud  of  dissatisfaction  ?  How  long,  Oh,  Cateline, 
wilt  thou  abuse  our  patience  with  thy  unbridled  audacity?  Is  there  a 
man  who  to  himself  has  said,  "  This  is  my  own,  my  native  land  " ;  be 
he  a  reasonable  and  thinking  man,  can  be  heard  to  say  he  sustains 
Government  ownership  and  operation  ?  I  would  wait  a  specific  case. 
The  gentleman  from  Kentucky  is  not  here. 

To  those  who  advocate  Government  ownership  and  operation  I 
would  attribute  selfishness  or  ignorance.  Those  of  the  latter  a  tape 
line  would  measure  less  accurately  around  the  head  and  better  around 
the  abdomen.  Personal  injuries,  individual  acts  of  injustice  are  greater 
to  them  than  "  pro  bono  publico."  They  would  smash  the  railroad 
system  as  an  engine  of  oppression  because  some  one  was  foolish  and 
dishonest.  An  individual  has  been  wronged.  Unenvied  is  the  country 
to  have  such  characters.  Millstones  are  preferable. 
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From  a  selfish  viewpoint  we  find  a  few  to  advocate  Government 
ownership  and  operation.  Bankrupt  and  semi-bankrupt  railroads. 
Those  who  have  something  in  the  railroad  to  sell  that  nobody  but  the 
Government  will  buy,  the  lazy  impecunious  man.  Others  not  acquainted 
with  the  facts  hail  same  as  an  omen.  The  only  true  advocacy  for 
Government  ownership  and  operation,  as  I  see  it,  is  found  in  the 
assertion,  the  Government  can  borrow  money,  and  at  a  less  price.  This 
is  true,  but  if  it  operated  railroads  how  long  could  this  be  said?  Two 
years,  perhaps,  would  mark  a  deficit  point  to  incredibility — leading  to 
millions. 

The  fact  that  our  courts  appoint  receivers  may  be  argued  as  a  de- 
fense of  Government  operation  and  ownership.  However,  the  reverse 
is  found  true.  Consider  who  receives  the  receivership-— private  rail- 
road managers.  Government  ownership  and  operation  is  the  panacea 
of  cranks  and  schemers.  It  is  inadequate,  it  is  detrimental  in  every 
particular  to  intelligence,  energy  and  adaptability.  It  weakens  personal 
interest  and  individuality.  It  trades  practical  experience  and  en- 
thusiasm for  the  wolf-scarer.  But  in  our  effort  to  oppose  Government 
ownership  and  operation  we  would  not  have  you  believe  we  declare  as 
the  basis  of  operation  that  those  who  do  the  work  are  not  able  and 
trustworthy.  But  we  will  say  the  peculiar  kind  of  executive  and 
administrative  talent  so  much  needed  is  minus.  The  duties  of  an 
employee  of  the  Government  are  analogous,  somewhat  similar  to  those 
of  a  merchant  or  manufacturer.  He  both  creates  and  directs.  To  say 
he  is  not  fitted  for  such  duties  is  not  alarming.  His  genius  plumbs 
otherwise.  He  lacks  self-reliance,  the  aggressiveness,  the  foresight,  the 
instinct  of  trade  amiability  that  the  merchant  possesses.  If  he  had  all 
these  qualities  his  job  would  be  his  own.  He  would  be  a  trader,  banker, 
a  capitalist.  He  moreover  would  possess  the  incentive  of  personal  gain 
— the  propelling  force  of  the  world.  Seeing  then  the  essential  qualities 
so  necessary  for  carrying  on  any  business  so  much  lacking  in  success- 
ful Government  ownership  and  operation  is  the  reason  why  anything 
the  Government  does  is  poorly  done  compared  with  the  achievements 
of  private  individuals.  During  the  war  period  the  slogan  appeared  to 
be,  "  Steal  all  you  can."  It  was  asserted  to  be  no  harm  to  take  from 
the  Government.  Let  packages  go  short,  nothing  could  be  done 
about  it. 

Railroad  owners  alone  posesss  the  administrative  ability  to  manage 
their  property.  They  may  be  considered  the  advance  guard  of  every 
great  enterprise,  an  integral  part  of  the  country.  A  nation  advances 
or  retrogrades,  grows  rich  or  poor  as  the  railroads  are  prosperous  or 
otherwise.  Their  management  therefore  is  very  essential.  In  respect 
to  United  States  Government,  the  Interstate  Commerce  Commission 
has  this  to  say  in  one  of  its  reports.  "  The  railroads  have  in  fact  been 
the  most  important  physical  agencies  in  national  recuperation  since  the 
Civil  War  and  in  giving  wealth  and  prosperity  to  the  country  as  a 
whole." 

The  truth  of  this  decides  the  question.  The  motives  of  the  railroads 
should  not  be  impugned.  Unjust  or  intemperate  abuse  bestowed,  col- 
lectively or  individually,  is  hopeless  to  react  other  than  disastrously  on 
a  community  practicing  it. 
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Unfurnished  adequate  and  safe  accommodations  or  proper  method 
is  a  legitimate  subject  for  criticism ;  but  this  is  different  from  an  attack 
upon  capital.  It  is  the  difference  between  beneficial  growth  and  ruin. 

It  cannot  be  too  frequently  said  no  class  or  aggregation  of  classes, 
unlimited  by  number  or  power,  can  conspire  to  oppress  others,  without 
destroying  the  basis  and  underlying  principles  of  commercial  life, 
without  precipitating  their  own  ruin  with  those  they  attack. 

Our  present  lesson  in  Government  operation  and  what  I  have  said 
I  doubt  not  will  form  at  least  an  index  to  how  I,  and  this  Committee, 
hold  the  question  in  hand;  public  ownership  and  operation,  and  we 
hope  the  Association  will  crown  the  same.  Like  the  preacher  when 
he  has  gone  on  one  half  hour  says,  "  Now  I  come  to  examine  my  sub- 
ject more  particularly,"  here  we  proceed  to  offer  the  better  way  of 
railroad  management — private  ownership  with  Government  control. 
In  pre-world  war  times  we  had  the  best  system  in  the  world.  Each 
State  to  manage  its  own  affairs.  This  is  right  and  as  it  should  be.  But 
it  appears  to  my  chagrin  this  is  politely  slipping. 

I  note  with  delight  the  attitude  of  the  carriers  on  State  rights.  In 
their  request  for  more  revenue  they  set  boundaries  to  division  by 
different  States.  Prudential.  How  otherwise,  if  rates  are  to  be  just 
and  reasonable?  If  rates  are  to  be  based  on  what  the  stuff  will  bear, 
a  principle  no  one  will  deny,  even  palliate — who  is  better  acquainted 
along  this  line  than  those  directly  concerned? 

Covering  this  idea,  rate  makers  even  go  to  railroad  station  agents 
for  information,  declaring  even  the  need  of  personal  contact  and  com- 
munion for  pure  information,  a  so  much  needful  asset  for  railroad 
s'uccess,  to  please  those  along  the  line. 

What  constitutes  the  basis  of  opinion  in  New  England  relative  to 
rates  in  South  Carolina?  They  see  not  the  many  great  tunnels,  the 
frequent  snow  shovels.  In  their  vivid  imagination  behold  the  sunny 
South  spread  out,  forgetful  of  the  rugged  mountains  of  the  West. 
Then  a  thousand  things  the  balance  of  the  world  are  ignorant  of  are 
born  to  the  individual  States.  This  creates  a  natural  disposition  of 
indifference  among  the  States  and  shows  the  fact  that  private  effort 
is  conspicuously  superior  to  Government  management  and  operation. 
We  are  a  people  of  industry,  ingenuity  and  enterprise.  Our  volition 
should  be  recognized.  The  things  that  are  for  us  to  do  should  not 
be  undertaken  by  the  Government,  neither  one  State  for  another. 

Free  railway  construction  is  one  of  the  many  great  causes 
for  the  prosperity  of  the  United  States.  We  quickly  recognize  taking 
safety  and  efficiency  into  the  matter — in  no  instance  has  Government 
train  service  been  a  match  for  private  operation. 

The  advisability  of  governmental  supervision  is  generally  recognized. 
This  gives  a  correct  understanding  between  the  railroad  and  the  people. 
When  disputes  arise  a  hearing  is  instituted  as  a  means  of  disseminating 
trustworthy  information,  a  means  for  correcting  popular  mistakes  in 
regard  to  railroad  property  and  acts.  The  value  of  this  Commission 
cannot  be  overestimated.  The  public  believes  the  statements  of  its 
agents.  It  looks  with  suspicion  upon  those  made  by  the  owners  or 
railroads'  managers.  Public  supervision  affords,  therefore,  an  in- 
valuable means  of  intercommunication.  The  railroads  desire  only  to 
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lay  their  cards  upon  the  table.  They  have  nothing  to  conceal ;  but  this 
must  get  into  the  understanding  of  the  people — vox  populi  is  the 
solution.  Adverse  is  the  belief  of  the  people. 

That  impartial  and  responsible  commission  of  Government  officers 
is  thus  valuable  to  railroads  and  to  the  public.  We  see  the  essential 
that  it  should  be  impartial,  that  it  should  know  no  one,  friend  or  foe. 
It  should  conduct  itself  with  a  spirit  of  fairness  with  reference  to 
the  people  as  a  whole  and  not  a  class  or  section.  I  told  the  people 
when  I  ran  for  office  I  was  running  for  State  railroad  commissioner. 
Leading  up  to  this  idea,  we  feel  the  various  States  have  crowned  the 
same.  Methinks  I  see  the  chivalry  of  the  United  States  concentrated 
in  the  body  (not  including  the  speaker)  created  in  compliance  with 
total  justice  "  pro  bono  publico." 

Private  ownership  with  public  control  by  States  is  the  solution  of 
the  railroad  question. 

I  ask  the  Association  to  endorse  this  paper,  or  at  least  say  "  Well 
done,"  without  reservation.  (Applause.) 

Mr.  GEORGE  P.  PELL  of  North  Carolina — I  did  not  hear  distinctly 
what  was  said  by  the  gentleman  who  opposed  this  report,  as  he  was 
speaking  behind  me,  but  I  think  I  heard  him  say  that  public  ownership 
under  a  political  organization  was  not  a  success,  or  words  to  that 
effect.  If  I  quote  him  incorrectly  I  would  like  to  know  it,  because  I  do 
not  want  to  jump  on  him  without  cause.  He  meant  to  charge  that 
a  political  administration  could  not  properly  conduct  the  railroads, 
I  happen  to  remember  that  when  Woodrow  Wilson  had  hold  of  the 
railroads  of  this  country,  they  were  operated  by  men  like  Mr.  Hines, 
Mr.  Chambers  and  Mr.  Max  Thelen,  and  nobody  on  God's  earth  can 
controvert  the  fact  that  Max  Thelen  is  four-square  to  all  the  winds 
that  blow.  (Applause.)  I  wondered  just  what  sort  of  an  administra- 
tion of  the  railroads  the  gentleman  could  have  been  thinking  of.  If 
we  ever  had  a  non-partisan  attempt  to  regulate  the  railroads,  or  could 
have  had  any,  we  certainly  had  it  under  Mr.  Wilson's  administration, 
and  yet  we  know  that  it  was  a  failure.  I  endorse  this  report  fully 
and  trust  it  will  be  adopted. 

Mr.  A.  L.  FREEHAFER  of  Idaho — Mr.  President,  I  am  sure  we 
would  not  all  agree  on  this  report  even  though  we  might  discuss  it 
for  two  days ;  and  I  move  as  a  substitute  for  the  motion  now  pending 
that  the  report  be  received  and  placed  on  file. 

Just  a  word  in  support  of  that  substitute  motion.  There  has  been 
a  trial  of  Government  operation  of  railroads.  A  great  many  people 
believe  that  it  has  not  been  a  fair  trial,  at  least  not  a  complete  trial. 
The  railroads  are  now  on  trial,  we  believe,  and  I  think  we  ought  not 
to  pass  judgment  as  a  convention  here  until  the  trial  is  finished.  That 
is  the  reason  why  I  make  this  motion. 

Mr.  P.  J.  LUCEY  of  Illinois — Mr.  Chairman,  I  just  want  to  make  a 
suggestion  in  closing.  I  do  not  think  I  can  add  anything  to  what  my 
associate  has  said  so  ably — the  gentleman  from  South  Carolina  (Mr. 
Cansler).  I  think  his  statement  for  the  reasons  in  support  of  this 
report  are  better  than  those  stated  in  the  report  itself. 
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As  I  sat  at  lunch  in  the  dining  car  on  the  Pennsylvania  Railroad 
yesterday  I  found  on  the  back  of  the  menu  a  statement  which  I  want 
to  read  to  you.  It  is  not  long.  It  is  headed  "  Better  Railroading."  Of 
course  it  is  an  advertisement  of  the  Pennsylvania  Railroad  Company, 
but  I  presume  the  statements  herein  contained  are  facts.  Those  of 
you  who  have  not  seen  this  may  be  interested  in  what  they  say : 

"  BETTER  RAILROADING. 

"  A  report  just  filed  summarizes  the  improvements  in  operating 
and  maintenance  conditions  on  the  Pennsylvania  System  since  the 
return  of  the  railroads  to  their  owners.  Some  salient  facts  are : 

"  Since  March  1st,  the  locomotives  held  out  of  service  for 
repairs  have  been  cut  down  from  a  daily  average  of  1600  to  an 
average  of  1000.  Those  available  for  use  have  been  raised  from 
a  daily  average  of  78  per  cent,  of  the  total  number  owned  to  86 
per  cent.  In  the  six  months  following  March  1st,  it  was  found 
possible  to  work  19,750  engines  through  the  repair  shops  as  com- 
pared with  14,271  in  the  corresponding  months  of  1919.  The 
resulting  improved  condition  of  the  motive  power  is  reflected  in 
more  regular  service  and  fewer  delays. 

'  Bad  order  '  freight  cars  were  reduced  from  26,000  in  March 
to  8,700  in  September.  As  against  the  latter  figure,  there  were 
times  in  1919  when  '  bad  order '  cars  on  the  Pennsylvania  System 
numbered  43,000,  which  meant  that  16  per  cent,  of  the  total  were 
unfit  for  use.  Recently  this  has  ranged  from  3  per  cent,  to  4 
per  cent. 

"  In  five  months  the  number  of  freight  trains  operated  was 
increased  from  an  average  of  2,724  per  day  to  3,704  and  the 
number  of  freight  cars  dispatched  from  98,175  daily  to  139,876. 

"  Ampler  passenger  service  is  reflected  by  the  fact  that  the 
number  of  passenger  trains  operated  on  all  lines  of  the  System 
increased  in  six  months  from  a  daily  average  of  3,638  to  an  average 
of  4,324.  There  has  been  a  steady  reduction  month  by  month, 
on  practically  all  divisions  of  the  Railroad,  in  the  number  of  trains 
running  late. 

"  What  has  been  thus  far  achieved,  of  which  the  foregoing  is  a 
partial  outline,  is  regarded  by  the  management  only  as  an  incentive 
for  continued  and  greater  effort  to  render  the  public  the  best 
possible  service." 

I  presume  these  statements  as  to  the  Pennsylvania  System  are  true. 
If  they  are,  they  are  worth  something  as  reflecting  the  conditions  under 
the  private  management  and  control  of  these  properties  as  contrasted 
with  the  conditions  that  existed  when  the  Government  controlled  and 
operated  them. 

I  want  to  go  on  record  as  in  entire  concurrence  with  what  was  said 
by  the  gentleman  who  last  spoke.  While  the  Government  was  operating 
these  railroads  as  a  Government  agency,  they  were  operated  by  their 
owners,  by  their  own  managers  in  the  shape  of  Regional  Directors  and 
otherwise.  There  was  the  best  opportunity,  and  the  best  test  that 
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could  be  made  of  this  sort  of  management  was  made  during  that  period 
of  time.  If  under  the  circumstances,  with  those  men  doing  what  they 
could,  as  I  presume  they  were — at  least  they  are  entitled  to  that  credit 
— the  only  difference  being  Government  operation  and  Government 
control,  in  so  far  as  that  Government  operation  and  control  interfered 
with  their  management  the  conditions  and  results  were  bad.  We  know 
that  from  the  operation  of  the  freight  cars  and  from  the  operation  of 
the  passenger  cars.  We  know  that  it  went  through  every  branch  of 
the  service,  that  it  went  to  the  meals  that  were  furnished  on  the  cars, 
that  it  went  to  the  minor  accommodations  which  people  were  willing 
to  pay  for.  The  whole  system  was  bad.  It  resulted  in  bad  service.  It 
resulted  in  a  depleted  condition  in  the  rolling  stock  of  the  roads.  There 
was  nothing  good  about  it,  and  yet  there  was  the  freest  hand  given 
to  make  it  serviceable  and  as  good  as  it  could  be  made  under  Govern- 
ment operation.  So  much  for  that. 

I  do  not  want  my  friend  from  Missouri  (Mr.  Flad)  to  think  I  mean 
that  there  are  only  two  classes  of  people  opposed  to  Government 
ownership.  There  are  many  I  believe  outside  of  those  classified  by  me. 

I  have  in  my  hand  a  copy  of  the  Saturday  Evening  Post  of  October 
23.  The  report  which  was  read  here  as  the  report  of  this  Committee 
was  written  about  the  first  of  September.  There  is  an  editorial  in  this 
Saturday  Evening  Post  that  we  might  read  with  some  benefit  to.  our- 
selves. It  is  entitled  "  Cashing  In."  It  has  reference  to  the  explosion 
of  the  bomb  in  Wall  Street.  I  want  to  read  a  part  of  it.  Not  that  it 
will  throw  any  light  on  this  matter,  but  to  show  just  what  the  editor  of 
a  paper  of  that  kind  is  thinking  of,  and  to  see  if  there  is  any  connection 
with  the  present  situation  throughout  the  country,  and  the  present 
demand  on  the.  part  of  some  at  least  for  Government  ownership  and 
operation. 

About  the  middle  of  this  editorial  he  says : 

"  Because  from  time  to  time  some  men  at  the  head  of  big 
business  have  proved  crooked  we  have  allowed  the  enemies  of 
our  social  order  to  charge,  and  we  have  half  believed,  that  all 
big  business  men  are  crooked.  Because  in  the  past  some  of  our 
railroad  systems  have  been  looted  we  have  rather  generally  credited 
the  continuing  lie  that  looting  is  the  sport  of  railroad  kings. 
Because  Wall  Street  is  the  address  of  some  unscrupulous  specu- 
lators and  dishonest  promoters  we  have  half  accepted  the  fiction 
that  all  Wall  Street  men  are  unscrupulous  and  dishonest.  Because 
some  of  our  legislators  have  been  corner-grocery  orators  of  paro- 
chial mind  and  small-change  experience,  who  never  before  were 
able  to  earn  so  much  money  as  they  receive  in  office,  and  do  not 
believe  that  any  one -else  could  earn  more  honestly;  because  they 
understand  little  of  the  intricacies  of  commerce,  and  suspect  and 
distrust  everything  that  they  cannot  understand,  we  have  come 
to  believe  that  size  is  sin  and  that  what  we  cannot  do  is  neces- 
sarily wrong  or  dishonest. 

"  Starting  in  a  small  way  a  generation  ago,  this  propaganda  has 
been  spread  through  radical  parties  and  papers,  through  pinks 
and  reds,  and  a  lot  of  the  stuff  has  stuck,  not  only  in  the  minds 
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of  the  ignorant  but  also  in  the  minds  of  those  who  should,  and 
alas  too  often  do,  know  better.  The  demagogue  has  found  that 
we  are  all  willing  to  attribute  our  failures  to  the  machinations  of 
the  '  money  trust '  and  our  inability  to  make  good  in  bigger  jobs 
to  the  plottings  of  '  the  system,'  so  in  every  sentence  he  builds 
up  his  bogies  and  calls  on  the  people  to  knock  them  down;  the 
radical  labor  leader  has  found  in  trouble  making  between  em- 
ployer and  employe  a  source  of  continuing  place  and  power,  and 
so  he  tries  to  keep  the  pot  boiling  over ;  the  timid  politician  who 
wants  to  hold  his  job  has  found  that  the  way  to  hold  it  is  to  tell 
the  voters  what  he  thinks  they  want  to  hear.  Corporation  baiting 
has  become  the  easiest  way  to  an  easy  life,  with  the  best  baiter 
hooking  the  biggest  fish." 
*  *  *  *  *  *  *  *  *  * 

"  Nothing  was  neglected  that  might  contribute  its  mite  to  the 
making  of  the  bomb.  The  red  leader  is  by  nature  an  opportunist, 
because  everything  that  stirs  up  discontent,  strikes  and  class  hatred 
makes  for  his  ends.  He  is  glad  to  have  those  who  will  not  see 
red  see  pink;  those  who  will  not  stand  for  communism  espouse 
socialism;  those  who  will  not  swallow  socialism  demand  Govern- 
ment ownership;  those  who  believe  in  private  ownership  taught 
to  parrot  phrases  like :  '  The  rich  are  growing  richer  and  the  poor, 
poorer  ' ;  '  there's  no  justice  for  the  poor  man  ' ;  "  the  corporations 
own  the  Government ' ;  '  the  workers  are  wage  slaves  ' ;  and  so 
on,  though  not  a  single  one  of  these  statements  will  stand 
analysis.  The  doctrinaires,  the  exponents  of  theoretical  per- 
fection, who  have  led  theoretical  lives,  whose  idealism  ignores  the 
proved  facts  and  unbeatable  rules  of  life,  are  often  through  their 
very  sincerity  able  allies  of  forces  of  disorder.  There  is  no  ignor- 
ance so  profound  as  the  secondhand  experience  of  the  cloistered 
man,  no  knowledge  that  is  so  much  revised  by  practice  as  that 
taught  in  his  books." 

Mr.  President,  in  conclusion,  I  want  to  call  to  the  attention  of  those 
who  do  not  live  in  our  state,  that  while  this  report  of  mine  was  written 
before  the  election,  yet  in  our  state  we  could  see  the  situation  approach- 
ing as  it  has  come  upon  us,  and  I  speak  of  it  with  the  utmost  freedom 
in  my  own  mind,  and  that  applies  to  every  man  on  the  Public  Utilities 
Commission  of  Illinois.  Senator  Funk,  who  sits  on  my  right,  was 
elected  to  Congress,  and  is  going  to  leave  anyway.  The  Chairman, 
Mr.  Wilkerson  and  myself  have  filed  our  resignations  with  the  Gov- 
ernor, and  they  were  there  long  before  the  election.  The  resignations 
probably  would  be  unnecessary  under  the  new  administration ;  but  the 
fight  was  made  in  our  state  on  the  theory  of  abolishing  the  Public 
Utilities  Commission,  because  we  did  not  cut  down  the  rates,  and 
because  we  permitted  street  car  fares  to  be  »raised,  principally  in  the 
City  of  Chicago.  The  Mayor  made  a  fight  on  the  Public  Utilities  Com- 
mission, and  adopted  a  platform  and  ran  a  man  for  Governor  who 
took  as  his  platform  municipal  ownership,  the  destruction  of  private 
property,  the  abolition  of  the  Public  Utilities  Commission,  return  to 
home  rule.  "  Home  rule  "  is  a  catch  phrase.  They  mean  to  turn  these 
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utilities  back,  and  to  dicker  with  the  city  councils  in  our  states  over  the 
question  of  rates  as  they  did  before  public  regulatory  bodies  were 
created. 

The  Legislature  meets  in  January.  Some  of  us  who  have  had  some 
experience  in  politics  do  not  think  the  program  will  be  carried  out. 
I  do  not  look  to  see  the  legislature  in  Illinois  abolish  the  Public  Utilities 
Commission  and  turn  back  the  half  million  people  in  our  own  state 
who  are  investors  in  public  utilities  stocks  and  bonds,  to  imperil  the 
investments  of  the  savings  banks  and  the  insurance  companies  in  these 
vast  enterprises  in  our  state.  I  do  not  look  to  see  that  occur.  The 
Governor-elect  is  a  banker,  a  business  man,  a  farmer  and  a  stock 
raiser,  a  pretty  level-headed  sort  of  a  man.  I  think  when  he  comes 
to  view  this  situation  he  will  not  carry  out  all  the  ideas  that  some  of 
the  gentlemen  speaking  for  him  have  quoted  him  as  .going  to  do.  I 
only  cite  this  situation  as  apparently  in  keeping  with  the  trend  of  these 
times,  to  stir  up  disorder  in  order  that  somebody  may  profit  by  it, 
politically  or  otherwise,  that  out  of  that  disorder  may  come  something 
beneficial  to  themselves.  Our  Commission  has  been  assailed  by  cer- 
tain portions  of  the  public  press,  and  denounced  in  every  conceivable 
manner  because,  on  the  showings  made  to  us  in  Illinois  we  have 
raised  the  street  car  rates  in  the  city  of  Chicago  to  seven  cents,  and 
now  to  eight  cents.  In  some  cities  in  our  state  street  car  lines  charge 
ten  cents.  Electric  lighting  and  telephone  rates  have  gone  up  and 
other  rates  have  gone  up  in  keeping.  One  paper  printed  our  pictures 
across  the  front  page  with  our  street  addresses  and  telephone  numbers, 
with  the  request  that  those  who  held  the  same  views  that  they  did 
would  call  us  up  and  tell  us  what  they  thought  about  us.  (Laughter.) 

A  MEMBER — Did  the  telephone  operator  say  "  busy  "  ? 

Mr.  LUCEY — Yes;  after  they  got  onto  what  was  being  done.  Our 
morning  papers  are  published  at  10  o'clock  the  night  before.  Those 
papers  were  in  the  hands  of  the  public  that  night,  and  after  what 
the  Hearst  newspapers  had  published  on  us  it  would  not  have  required 
very  much  to  start  a  crowd  out  to  our  President's  house,  or  to  mine, 
or  to  the  house  of  our  Chairman,  to  argue  with  us  on  the  street.  It 
illustrates  what  people  may  do  and  can  do  and  will  do.  The  situation 
in  Illinois  will  bear  watching  on  your  part  to  see  what  comes  out  of  it. 
When  I  wrote  this  report  which  I  read  here  I  had  that  situation  in 
mind.  People  are  sometimes  thoughtless.  The  solution  of  this  problem 
may  come  from  the  fact  that  there  are  a  great  number  of  people  in 
Illinois  who  do  not  back  up  that  sort  of  thing.  I  am  a  Democrat,  and 
so  is  the  President  of  this  association.  We  are  on  the  Public  Utilities 
Commission  in  Illinois,  not  because  a  bi-partisan  board  is  required, 
but  the  Governor,  recognizing  the  ability  of  the  President  of  this 
Association  (Mr.  Shaw)  and  the  vast  amount  of  work  which  he  did  on 
the  Board  in  the  four  years  preceding,  retained  him  on  the  Commis- 
sion, in  fact,  would  not  let  him  go.  For  some  reason  or  other  he  picked 
me  and  put  me,  as  a  Democrat,  on  a  Republican  board  under  a  Repub- 
lican administration.  Illinois  went  for  Harding  this  year  by  865,000 
majority.  The  candidate  for  Governor  on  the  Republican  ticket  was 
a  high-class  gentleman,  a  man  whom  I  have  known  for  many  years, 
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and  I  know  nothing  but  good  of  him.  He  has  been  State  Treasurer  of 
our  state.  He  lives  down-State,  and  is  in  all  respects  an  estimable 
citizen,  honest,  I  believe,  but  on  this  platform  which  I  have  described 
he  ran  over  400,000  votes  behind  Mr.  Harding  in  Illinois.  I  think  the 
only  reason  he  ran  behind  was  on  account  of  this  propaganda.  There 
were  enough  conscientious  Republicans  in  the  State  of  Illinois,  men 
and  women,  who  did  not  believe  in  the  program  of  confiscation,  which 
was  mapped  out  and  talked  of  on  the  rostrum  in  Chicago,  and  I  believe 
that  sober  second  judgment  which  comes  to  a  man  who  sits  down 
and  views  the  situation  as  it  exists  will  militate  somewhat  against  the 
attempt  to  destroy  property  in  the  State  of  Illinois.  I  had  that  situa- 
tion in  mind  when  I  presented  this  report.  I  do  not  care  whether 
you  adopt  or  approve  the  report,  or  whether  you  file  it.  I  will  accept 
either.  (Applause.) 

Mr.  PELL — Mr.  President,  what  is  the  motion  before  the  house? 

President  SHAW — The  motion  to  receive  and  print. 

Mr.  PELL — I  hope  that  will  not  be  adopted,  but  that  the  report  will 
be  adopted. 

The  PRESIDENT — The  question  is  on  the  substitute  motion  made  by 
Commissioner  Freehafer,  of  Idaho,  to  receive  and  print  the  report. 

The  substitute  motion  was  agreed  to. 

President  SHAW — It  is  ordered  that  the  report  be  received  and 
printed.  Gentlemen,  this  Convention  is  starting  out  with  a  healthful 
sign.  If  what  has  taken  place  is  an  indication  of  what  will  take  place 
when  the  other  reports  are  presented,  we  surely  will  have  a  successful 
convention. 

The  next  thing  on  the  program  of  the  Executive  Committee  is  the 
report  on  State  and  Federal  Legislation,  which  will  be  presented  by 
its  Chairman,  Commissioner  Jackson,  of  Wisconsin. 

STATE  AND  FEDERAL  LEGISLATION. 

The  report  of  the  Committee  on  State  and  Federal  Legislation  was 
read  by  its  Chairman,  Mr.  Carl  D.  Jackson,  of  Wisconsin,  as  follows: 

As  the  activities  of  this  Committee  during  the  last  year  are  fairly 
well  known  to  all  the  members  of  our  Association,  this  report  will 
merely  be  a  brief  record  thereof. 

A  large  part  of  the  Committee's  work  for  two  years  has  been  in 
connection  with  proposed  federal  legislation.  The  hearings  on  the 
Esch  bill  were  closed  during  the  Summer  of  1919  and  at  these  hear- 
ings Mr.  Elmquist,  after  consultation  with  this  Committee  and  mem- 
bers of  some  of  the  other  Committees,  especially  the  Executive  Com- 
mittee and  Committee  on  Valuation,  presented  to  the  House  Com- 
mittee the  contentions  of  this  Association  in  favor  of  retaining  in 
full  state  jurisdiction  over  railroads.  Our  Solicitor,  Mr.  Elmquist, 
resigned  shortly  after  the  annual  meeting  last  year  and  was  succeeded 
by  our  present  Solicitor,  John  E.  Benton,  who  has  kept  in  close  touch 
with  all  phases  of  proposed  federal  enactments  relating  to  jurisdiction 
of  State  Commissions.  The  House  passed  the  Esch  bill  on  November 
17,  1919.  The  Senate  amended  this  bill  by  substituting  the  Cummins 
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bill  and  that  passed  the  Senate  on  December  20,  and  the  two  bills  went 
to  a  Conference  Committee.  Your  Committee  was  called  to  meet  on 
January  2nd  and  remained  in  session  that  week  and  the  following  week, 
during  which  time  members  were  engaged  in  analyzing  the  two  bills 
and  in  preparing  a  memorandum  to  the  Conference  Committee  express- 
ing the  views  of  the  Association.  In  this  conference  and  before  the 
final  adoption  of  the  memorandum,  the  entire  matter  was  submitted  to 
the  Executive  Committee  and  the  Valuation  Committee  of  the  Associa- 
tion, and  we  also  had  the  benefit  of  advice  of  representatives  of  other 
Commissions  not  represented  on  those  Committees.  The  memorandum 
was  finally  adopted,  printed  and  put  into  the  hands  of  the  Conference 
Committee  and  copies  sent  each  Senator  ^and  Representative,  and  a 
large  number  of  copies  were  sent  to  each  Commission  to  be  distributed 
to  commercial  organizations.  At  the  same  time,  the  Committee  on 
State  and  Federal  Legislation  had  conferences  with  Senate  members 
and  House  members  of  the  Conference  Committee,  and  at  these  con- 
ferences we  were  able  to  go  into  some  matters  more  in  detail  than 
perhaps  had  been  done  in  the  memorandum. 

Our  Solicitor,  Mr.  Benton,  kept  in  close  touch  with  the  matters 
after  our  Committee  returned  home  and  no  hearings  were  held  by  the 
Conference  Committee,  which  Committee,  however,  had  continuously 
before  them  different  witnesses  whom  they  interrogated  on  various 
phases  of  the  bill  and  Mr.  Benton  kept  in  close  touch  with  members 
of  the  Conference  Committee  with  the  idea  of  keeping  this  Associa- 
tion and  members  of  the  State  and  Federal  Committee  informed  as  to 
the  progress  of  the  bill. 

About  February  4,  1920,  the  railway  executives  in  a  memorandum 
filed  with  the  Conference  Committee  asked  to  have  inserted  in  the 
,bill  a  provision  giving  the  Interstate  Commerce  Commission  power  to 
suspend  intrastate  rates  alleged  to  be  discriminatory  as  against  inter- 
state rates  upon  an  informal  ex  parte  showing  and  power  to  substitute 
rates  made  by  it  pending  a  full  hearing.  Our  Solicitor  was  about  that 
time  given  to  understand  informally  that  the  Committee  had  tentatively 
determined  to  insert  such  a  provision.  He  protested  vigorously  to 
both  Senator  Cummins  and  Congressman  Esch  and  sent  a  wire  to  all 
Commissions  asking  them  to  protest  to  their  delegations  against  this 
proposed  provision.  At  a  second  conference  with  Senator  Cummins, 
Mr.  Benton  was  informed  that  Senator  Cummins  and  Congressman 
Esch  had  discussed  the  matter  and  thought  that  the  Committee  would 
not  decide  to  put  this  provision  in  the  bill.  Immediately  thereafter, 
Mr.  Benton  notified  all  of  the  State  Commissions  by  wire  of  this 
conclusion  and  suggested  the  withholding  of  telegrams  of  protest. 
The  second  telegram,  however,  came  too  late  to  most  of  the  States 
and  telegrams  began  to  pour  in  upon  the  Committee  and  Congress 
from  all  over  the  United  States.  This  undoubtedly  had  its  effect,  at 
least,  in  drawing  the  attention  of  the  Conference  Committee  to  the 
great  interest  taken  in  the  bill  itself  and  to  the  sentiment  existing 
throughout  the  country  in  favor  of  protecting  the  jurisdiction  of  State 
Commissions. 

Both  the  Esch  and  Cummins  bills  contained  provisions  authorizing 
the  carriers  to  complain  against  alleged  discriminatory  rates  on  the 
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part  of  the  States.  Against  this  provision  a  protest  had  been  made 
during  the  Summer  of  1919.  The  matter  was  thoroughly  discussed 
by  Mr.  Elmquist  in  our  hearing  before  the  House  Committee  and  this 
protest  was  continued  by  our  Solicitor,  Mr.  Benton.  The  provision, 
however,  remained  in  the  bill  and  is  a  part  of  the  present  Transporta- 
tion Act.  As  was  foreseen,  the  carriers  are  taking  advantage  of  this 
provision  to  bring  complaints  in  many  cases  where  it  is  doubtful  whe- 
ther either  communities  or  shippers  found  any  cause  for  complaint. 

Early  in  February  the  situation  appeared  to  be  serious  and  the  Chair- 
man of  the  State  and  Federal  Committee  and  later  President  Shaw 
came  to  Washington  and  remained  there  until  the  passage  of  the  act 
through  the  House.  Various  provisions  vitally  affecting  rates  under 
state  jurisdiction  were  under  consideration  but  as  no  public  hearing 
could  be  had  at  this  stage  of  the  enactment  the  activities  of  those 
in  Washington  representing  the  states  were  confined  to  informal  con- 
ferences with  various  members  of  the  Conference  Committee.  Before 
the  act  was  passed  tentative  prints  of  the  proposed  Transportation 
Act  were  submitted  to  Mr.  Benton,  to  the  President  and  the  Chairman 
of  this  Committee  for  their  consideration.  We  continually  urged 
upon  the  members  of  the  Committee  the  views,  expressed  in  our  memo- 
randum of  January.  We  have  reason  to  believe  that  modifications  of 
the  act  were  made  in  part  to  meet  the  views  of  the  State  Commis- 
sions, and  the  provisions  in  paragraph  17,  Section  1,  relating  to  caf 
service  was  adopted  at  our  solicitation. 

The  Transportation  Act  as  reported  was  passed  by  the  House  on 
February  21st  and  in  the  Senate  on  February  23rd.  It  was  signed  on 
February  28th  and  the  railroads  were  returned  to  private  operation  at 
midnight  on  February  29,  1920. 

This  ended  for  the  time  being,  at  least,  a  contest  in  Congress  as  to 
state  jurisdiction  over  carriers  which  had  been  waged  since  the  appoint- 
ment of  the  Newlands  Committee. 

The  only  other  activity  of  this  Committee  consisted  of  a  conference 
held  in  Chicago.  After  the  decision  by  the  United  States  Supreme 
Court  in  the  Kansas  City  Southern  Case,  relating  to  methods  of  valua- 
tion, it  was  voted  at  the  Chicago  Conference  to  request  both  Senator 
Cummins  and  Congressman  Esch  to  introduce  bills  to  amend  that 
provision  of  Section  19a  of  the  Interstate  Commerce  Act  requiring  the 
Commission  to  report  separately  the  cost  of  condemnation  and  dam- 
ages or  of  purchase  in  excess  of  original  cost.  Bills  along  this  line 
were  introduced  in  both  the  Senate  and  the  House  but  owing  to  the 
early  adjournment  of  Congress  no  action  was  taken  on  either.  Mr. 
Benton  submitted  a  memorandum  on  this  subject. 

It  became  evident  several  years  ago  that  if  the  states  were  to  retain 
jurisdiction  in  the  matter  of  railroad  regulation  that  object  could  only 
be  accomplished  through  organization  and  systematic  work,  bringing 
clearly  to  the  attention  of  Congress  the  merits  of  such  regulation  and 
the  great  danger  to  shippers  and  the  public  in  general  through  the 
destruction  of  the  states  as  independent  factors  in  the  regulation  of  the 
carriers.  The  Association  and  the  Committee  representing  the  Asso- 
ciation have  taken  advantage  of  every  opportunity  to  bring  to  the  atten- 
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tion  of  members  of  Congress  the  vital  issue  involved.  The  Trans- 
portation Act  as  passed  does  not  meet,  of  course,  the  views  of  this 
Association.  On  the  one  hand,  while  it  is  not  what  we  think  it  should 
be  in  many  particulars,  it  does  not  contain  many  provisions  which  werr 
under  serious  consideration  and  which  not  only  would  have  affected 
State  Commissions  but  greatly  impaired  the  usefulness  and  jurisdic- 
tion of  the  Interstate  Commerce  Commission.  It  is  our  belief  that 
Congress  did  not  intend  to  curtail  the  state  jurisdiction  through  the 
passage  of  the  Transportation  Act.  The  carriers,  however,  are  engaged 
at  present  in  a  systematic  attempt  to  have  the  law  construed  adversely 
to  state  jurisdiction  over  rates  and  this  question  of  interpretation  has 
already  been  argued  by  some  of  the  State  Commissions  and  by  our 
General  Solicitor  before  the  Interstate  Commerce  Commission.  We 
feel  justified  in  looking  forward  with  confidence  to  a  final  judicial 
interpretation  of  the  Act  which  will  sustain  state  jurisdiction  and 
rights  in  the  matter  of  regulation. 

The  cooperation  of  the  various  states  and  the  Commissions  of  the 
various  states  has  been  of  the  utmost  importance  and  value  during 
all  of  the  agitation  of  the  last  three  or  four  years.  We  believe  that 
the  contentions  of  the  states  were  well  founded  and  that  the  Com- 
mittees representing  them  have  performed  a  public  service  in  their 
joint  action  before  Congress. 

It  is  well  within  the  bounds  of  possibility  that  further  attempts  will 
be  made  in  Congress  to  modify  and  amend  the  Transportation  Act. 
We  believe  it  is  vitally  necessary  that  our  Association  should  be  repre- 
sented as  heretofore  before  the  Committees  of  Congress  to  the  end 
that  all  transportation  questions  may  be  solved  in  the  public  interest. 

A  copy  of  the  memorandum  of  Congress  is  attached  hereto. 

CARL  D.  JACKSON, 
FRANK   H.   FUNK, 
JAMES  A.  PERRY, 
CHARLES  B.  HILL, 
FRED   W.    PUTNAM, 
CHARLES  WEBSTER, 

Mr.  JACKSON — I  wish  to  say  that  copies  of  this  report  were  sent  to 
the  various  members  of  the  Committee  on  State  and  Federal  Legislation 
for  suggestions  from  them.  Among  those  on  that  Committee  was  Mr. 
Aitchison  of  the  Interstate  Commerce  Commission.  That  report  got 
to  Washington  at  9  o'clock  one  morning,  and  I  think  at  9 :05  I  had  a 
telegram  from  Mr.  Aitchison :  You  will  notice  that  his  name  does 
not  appear  signed  to  this  report.  Attached  to  this  report  is  the  mem- 
orandum filed  with  Congress. 

I  move  that  the  report  be  filed  and  printed. 

President  SHAW — It  is  moved  that  the  report  of  the  Committee  on 
State  and  Federal  Legislation  be  received  and  printed.  I  hope  we  may 
have  a  free  discussion  on  this  subject.  Perhaps  a  good  many  of  us 
are  in  doubt  as  to  just  what  was  meant  by  the  Transportation  Act  of 
1920,  as  to  what  jurisdiction  if  any  the  States  retained,  and  perhaps 
an  expression  of  views  at  this  time  would  be  helpful. 
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Mr.  P.  J.  LUCEY  of  Illinois — Mr., President,  I  think  we  all  have  a  very 
keen  appreciation  of  the  value  of  the  services  rendered  when  the  Trans- 
portation Act  was  before  Congress.  There  is  no  question  but  what 
the  bill  as  originally  drafted,  and  as  it  was  intended  to  be  passed,  would 
have  eliminated  much  activity  on  the  part  of  the  State  Commissions. 
That  it  was  not  passed  is  due  in  large  measure  to  the  activities  of  the 
counsel  for  the  Association  and  the  Committee  that  handled  the  matter 
when  it  was  before  Congress.  That  there  will  Be  attempts  made  to 
amend  the  Act  is  unquestionable.  It  needs  some  amendment  without 
doubt,  and  in  those  amendments  the  activities  of  the  Committee  as 
well  as  of  counsel  may  be  necessary  to  prevent  the  substitution  of  some 
measure  which  may  not  appear  to  carry  the  meaning  which  its  sub- 
sequent interpretation  might  give  to  it.  In  other  words  they  will 
need  to  see  to  it  that  no  amendment  is  adopted  which  may  be  subject 
to  a  construction  that  will  carry  greater  weight  than  the  apparent 
reading  of  it  in  the  first  instance  would  indicate.  I  think  the  Com- 
mittee have  done  splendid  work  in  that  regard. 

Mr.  WILLIAM  M.  SMITH  of  Michigan — Mr.  President,  I  am  not 
sure  that  any  good  purpose  will  be  subserved  by  any  extended  discus- 
sion. I  believe  we  appreciate  fully  the  work  done  by  the  Committee. 
It  would  seem  that  there  is  considerable  room  for  believing  that  Judge 
Anderson  may  have  considerable  foundation  for  some  of  his  views.  I 
do  not  know  whether  this  Association  should  go  on  record  with  any 
action  of  any  kind  in  reference  to  any  of  these  matters  or  not ;  but  in 
the  short  time  since  the.  Transportation  Act  has  been  in  effect  quite  a 
number  of  matters  have  arisen  in  my  State  of  Michigan.  I  presume 
they  have  arisen  in  other  states,  and  these  matters  indicate  that  possibly 
some  effort  should  be  made  to  correct  what  appears  to  some  of  us  to  be 
some  defects  in  the  law  as  it  now  stands.  For  instance,  it  has  been 
construed  in  our  state  by  the  carriers  and  those  who  would  be  carriers, 
and  by  the  Interstate  Commerce  Commission  to  mean  that  if  Henry 
Ford  wants  to  build  a  railroad  from  one  point  in  the  Township  of 
Springwells  to  another  point  in  the  Township  of  Dearborn,  a  railroad 
15  miles  long,  wholly  intrastate,  he  shall  go  to  the  Interstate  Commerce 
Commission,  and  that  they  shall  pass  on  the  question  as  to  whether 
he  shall  build  that  intrastate  road  15  miles  long,  entirely  in  one  county, 
running  through  two  or  three  townships,  that  they  shall  pass  on  the 
question  whether  he  shall  organize  that  railroad  under  a  state  law  for 
wholly  state  purposes.  There  are  those  who  claim  that  that  is  entirely 
a  matter  for  the  Interstate  Commerce  Commission  and  not  a  matter 
for  the  State  authorities.  No  matter  how  much  Michigan  may  need 
that  road,  if  the  Interstate  Commerce  Commission  perchance  should 
'say  they  thought  that  investment  should  not  be  added  to  the  aggregate 
upon  which  shippers  and  rate  payers  should  pay  a  charge,  there  are 
those  who  say  the  road  should  not  be  built. 

There  is  a  little  piece  of  road  between  Kalkaska  and  Rapid  City, 
15  miles  long,  a  part  of  the  Pere  Marquette.  The  Pere  Marquette  is 
almost  wholly  in  Michigan,  organized  under  Michigan  laws.  We  have 
a  statute  which  privides  that  the  Public  Utilities  Commission  of  our 
state  shall  decide  the  question  whether  a  piece  of  road  can  be  taken 
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up  or  not  and  that  a  carrier  shall  not  take  up  a  piece  of  road  unless  it 
has  obtained  the  permission  of  the  Public  Utilities  Commission.  The 
Pere  Marquette  Company  takes  the  position  that  the  Transportation 
Act  of  1920  abrogates  and  repeals  the  State  law,  and  that  if  they  once 
get  the  consent  of  the  Interstate  Commerce  Commission  to  take  up 
that  piece  of  road  between  Kalkaska  and  Rapid  City,  the  Public  Utilities 
Commission  of  the  State  has  nothing  to  say  about  it,  and  that  the  fact 
that  there  is  such  a  provision  in  the  State  law  is  of  no  importance 
Those  are  two  questions  that  have  grown  out  of  this  Transportation 
Act. 

We  have  ordered  the  Grand  Trunk  Railway  to  separate  grades  in 
Michigan  that  will  cost  that  company  $10,000,000  in  the  city  of  De- 
troit. They  now  say  that  we  have  no  authority  whatever  over  the 
issuance  of  securities,  stocks  and  bonds,  but  that  that  question  goes 
to  the  Interstate  Commerce  Commission.  Possibly  it  would  not  be 
true,  but  it  is  thinkable  that  the  Interstate  Commerce  Commission 
might  say,  "At  this  time  we  do  not  think  you  ought  to  add  $10,000,000 
to  your  capital  investment,  because  the  $10,000,000  of  bonds  which 
you  seek  to  issue  in  order  to  separate  grades  in  the  city  of  Detroit 
would  be  a  non-productive  capital  investment."  There  we  have  an 
illustration  of  the  Public  Utilities  Commission  of  Michigan  ordering 
an  improvement,  and  possibly  the  Interstate  Commerce  Commission 
saying  that  the  capital  investment  of  that  road  could  not  be  increased 
by  $10,000,000,  that  being  wholly  a  non-productive  capital  investment. 
There  are  three  matters  that  are  up  squarely  in  our  state  already,  the 
first  two  appearing  to  us  to  be  of  such  importance  that  it  seems  to  us 
that  there  should  be  some  amendment  of  the  law.  In  other  words, 
if  some  man  in  your  state  wants  to  build  a  railroad  wholly  within 
your  state,  not  going  into  another  state,  a  road  between  the  towns  of 
A  and  B,  is  it  the  Interstate  Commerce  Commission  that  should  decide 
whether  he  should  build  that  road  or  not  ? 

If  some  railroad  wants  to  take  up  a  line  between  A  and  B,  wholly 
within  your  state,  should  the  Interstate  Commerce  Commission  be  the 
authority  to  decide  that  question,  or  should  it  be  your  Railroad  or 
Public  Utilities  Commission?  Those  are  only  two  or  three  questions. 
There  are  a  great  many  others  that  occur  to  us.  It  seems  to  me  it 
might  be  well  for  this  body  to  think  it  over  seriously,  to  see  whether 
the  law  could  not  be  changed  so  as  to  retain  authority  in  the  State  com- 
missions over  some  subjects  that  are  particularly  and  wholly  State  mat- 
ters. There  is  the  question  of  a  certificate  of  convenience  and  neces- 
sity, over  a  purely  intrastate  piece  of  road.  There  is  the  question  of 
the  taking  up  of  a  purely  intrastate  piece  of  road.  It  is  our  duty  to 
order  the  separation  of  grades,  and  it  seems  to  me  there  ought  to  be 
some  way  of  our  seeing  to  it  that  our  orders  are  enforced  and  the 
money  made  available. 

There  are  several  other  things  that  occur  to  me.  I  do  not  know  that 
this  is  the  proper  time  or  place  to  discuss  them.  Certainly  a  lot  of 
uncertainties  have  been  injected  into  this  whole  proposition  by  the 
Transportation  Act  of  1920,  and  we  find  -those  as  well  informed  as 
Mr.  Jackson  on  the  one  side  and  Judge  Anderson  on  the  other  side, 
disagreeing  very  widely  as  to  what  that  Act  means  on  a  particular 
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subject.  These  are  questions  that  are  very  troublesome  to  us.  I  do 
not  know  whether  we  should  undertake  to  take  any  definite  concerted 
action  as  to  amending  this  law  or  not.  I  simply  mention  these  sub- 
jects in  order  that  some  one  who  has  given  more  study  to  the  subject 
than  I  have  may  be  able  to  give  us  a  little  light  on  the  matter. 

Mr.  JACKSON — The  report  does  not  claim  that  the  law  was  passed 
to  meet  our  view.  Especially  on  the  matter  of  certificate  of  convenience 
and  necessity,  you  are  perfectly  well  aware  that  our  memorandum 
to  Congress,  and  the  statements  of  Mr.  Elmquist  and  of  our  Solicitor 
were  in  opposition  to  those  changes.  Section  13  in  some  particular 
is  not  what  we  desire,  as  you  are  probably  well  aware,  and  the  report 
does  not  say  it  is.  If  there  is  an  opportunity  to  amend  it  along  the 
lines  you  suggest,  I  think  we  are  all  in  favor  of  that.  We  have  not 
claimed  that  our  views  in  all  particulars  were  met  by  the  Transporta- 
tion Act.  In  regard  to  the  principle  of  Section  13,  of  course  that  is  to 
be  argued  before  the  Interstate  Commerce  Commission,  and  while  we 
have  expressed  our  view,  we  may  be  mistaken. 

President  SHAW — Are  there  any  further  remarks?    The  question  is 
on  the  motion  that  the  report  be  received  and  printed. 
'  The  motion  was  agreed  to. 

President  SHAW — In  reference  to  the  procedure  tomorrow  afternoon 
in  the  round-table  discussions  it  had  been  arranged  that  Hon.  Charles 
E.  Elmquist,  former  President  of  this  Association,  should  lead  the 
discussion.  Mr.  Elmquist  has  advised  that  it  is  necessary  for  him  to 
be  in  Portland,  Oregon,  and  therefore  he  cannot  be  present.  Chair- 
man Lewis,  of  the  Indiana  Commission,  will  lead  the  discussion  in  the 
place  of  Mr.  Elmquist. 

It  had  been  arranged  that  Chairman  Hill  of  the  Second  District  of 
New  York  should  lead  the  discussion  on  the  Gas  problem.  He  cannot 
be  present,  because  of  being  engaged  in  a  hearing  in  New  York.  That 
discussion  will  be  led  by  Commissioner  Weed  of. Massachusetts. 

(At  4.22  p.  m.,  on  motion  of  Mr.  Weed  of  Massachusetts,  the  con- 
vention adjourned  to  Wednesday,  November  10,  1920,  at  10  a.  m.) 


Morning  Session 

November  10,  1920,  10  o'clock  a.  m. 

President  SHAW — The  first  subject  on  the  program  this  morning  is 
Safety  of  Railroad  Operation,  Commissioner  McChord  of  the  Inter- 
state ^Commerce  Commission  being  Chairman  of  the  Committee. 

SAFETY  OF  RAILROAD  OPERATION. 

Commissioner  McChord,  Chairman  of  the  Committee,  presented  the 
following  report: 

To  the  National  Association  of  Railway  and  Utilities  Commissioners: 

The  unusual  conditions  presented  to  the  transportation  system  of  the 
country  by  emergencies  which  arose  during  the  European  war  neces- 


64          PROCEEDINGS  OF  THE  THIRTY-SECOND  ANNUAL  CONVENTION 

sitated,  for  a  time,  prior  consideration  being  given  the  moving  of  war 
materials,  and  the  supplies  necessary  to  the  industries  engaged  in  the 
production  of  such  materials.  Action  upon  matters  relating  to  equip- 
ment and  maintenance  of  track  not  imperatively  required  was  sus- 
pended. So  great  were  the  demands  upon  the  iron  and  steel  mills  that 
practically  their  entire  output  was  requisitioned  by  the  United  States 
Government  or  absorbed  by  the  allied  governments  for  war  purposes. 

The  transportation  system  was  called  upon  to  haul  vast  quantities 
of  material  in  addition  to  meeting  the  internal  needs  of  the  country, 
at  a  time  when  the  roads  were  generally  deprived  of  the  materials 
currently  required  for  renewals  of  track  and  rolling  stock.  Rail  mills 
were  operated  to  their  full  capacity,  but  upon  another  class  of  work. 
Rounds  for  conversion  into  shot  and  shell  were  rolled  instead  of  rails ; 
war  materials  displaced  those  for  ordinary  domestic  consumption. 

Upon  the  signing  of  the  armistice  matters  took  another  aspect,  look- 
ing toward  a  return  to  normal  conditions.  Some  time  necessarily 
elapsed  before  the  industries  could  be  readjusted  to  a  peace  basis,  and 
restored  to  meet  the  usual  pre-war  demands,  augmented  by  those 
accumulated  needs  which  had  been  held  in  abeyance  during  the  period 
of  enforced  suspension.  Certain  reorganizations  of  industrial  estab- 
lishments necessarily  attend  their  return  to  normal  functions,  during  a 
transition  period  which  perhaps  is  not  yet  ended.  Likewise,  a  reor- 
ganization of  the  railroads  followed  the  termination  of  federal  control 
and  their  return  to  private  management. 

Matters  of  importance  held  in  suspense,  but  necessarily  subor- 
dinated to  other  features  during  the  period  of  the  great  conflict, 
now  reappear  for  consideration.  The  present  is  an  era  of  activity  in 
the  fabrication  of  much  needed  motive  power  and  other  equipment. 
Months,  however,  will  elapse  before  these  demands  are  fully  met. 
Among  other  things  attention  is  directed  to  the  condition  of  the  track 
with  particular  reference  to  the  supply  of  rails.  Whatever  may  be  said 
about  good  maintenance  of  track,  concerning  the  relation's  of  ties, 
ballast,  and  condition  of  the  sub-grade,  nevertheless  rails  are  admittedly 
the  prime  essential  factors  of  the  system. 

The  functions  which  rails  perform  are  more  severe  than  fall  to  the 
lot  of  steel  used  for  other  important  purposes,  excepting  only  ordnance 
material  where  the  grim  competitive  character  of  the  work  calls  for 
maximum  effort  in  both  men  and  metal.  There  is  a  much  closer 
approach  to  the  ultimate  endurance  of  steel  in  the  usual  service  of 
rails  than  in  steel  used  for  general  structural  engineering  purposes. 

The  subject  of  rails  involves  an  intense  detailed  study  of  a  special 
technical  character,  in  which  the  varying  conditions  and  requirements 
imposed  upon  them  must  be  carefully  analyzed  and  placed  against  those 
physical  properties  which  steels  of  different  chemical  composition 
possess.  The  subject  is  complex,  leading  to  divergent  views  respecting 
the  manner  in  which  advance  may  be  made  toward  increased  durability 
of  the  rails  against  abrasion  and  wear,  an  economic  problem  on  the  one 
hand ;  and  maintaining  greater  immunity  against  rupture  in  the  track, 
a  question  of  safety  on  the  other  hand. 

In  respect  to  safety,  rails  are  exposed  to  destructive  forces.  The 
best  results  which  can  be  expected  are  reached  when  the  rails  display 
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maximum  durability  against  wear,  retaining  at  the  same  time  a  suitable 
margin  in  strength  above  their  working  loads.  Rails  in  general  possess 
a  satisfactory  margin  in  strength,  or  sufficient  factor  of  safety,  when 
first  laid  in  the  track.  But  the  effect  of  repeated  loads  is  such  that  the 
original  condition  does  not  remain  a  permanent  factor;  a  loss  in 
strength  attends  service  conditions.  When  the  strength  is  reduced  to 
that  of  the  working  stresses,  rupture  necessarily  ensues.  The  pub- 
lished annual  statistics  on  rail  failures  signify  that  the  margin  in 
strength  is  in  many  cases  exhausted  by  the  conditions  which  now 
prevail  in  the  track. 

It  is  obvious  that  increased  durability  and  safety  in  rails  must  be 
attained  in  one  or  both  of  two  ways,  either  the  physical  properties  of 
the  steel  must  be  raised,  or  the  working  stresses  lowered.  Two  distinct 
propositions  are  presented,  with  one  of  which  the  metallurgist  or  steel 
maker  has  to  deal ;  the  other  comes  within  the  province  of  the  designer 
of  motive  power  and  rolling  stock,  who  is  responsible  for  the  wheel 
pressures  used.  The  engineer  of  maintenance  of  way  is  in  the  un- 
enviable position  of  making  the  best  of  the  situation ;  he  is  generally 
active  in  drawing  and  revising  specifications  which  do  not  modify 
physical  laws  or  materially  ameliorate  track  conditions. 

American  practice  appears  to  have  outrun  the  world  in  the  use  of 
high  wheel  loads,  the  consequences  of  which  are  believed  to  be  in 
evidence  in  certain  types  of  rail  failures.  Loads  have  been  steadily 
increased  until  there  are  examples  of  over  seventeen  tons  being  car- 
ried on  a  wheel.  Adverse  comments  by  engineers  abroad  upon  the 
manner  in  which  rails  are  used  in  the  United  States  do  not  appear  to 
be  without  foundation.  More  definite  information  than  now  avail- 
able upon  the  relative  behavior  of  rails  abroad  under  the  lighter  wheel 
loads  in  comparison  with  the  effects  of  heavy  wheel  loads  employed 
in  this  country  might  be  enlightening. 

In  quest  of  rails  of  greater  serviceability,  the  problem  of  structural 
soundness  of  the  steel  comes  into  view.  The  more  common  structural 
defects  which  are  witnessed  in  rails  comprise  interior  seaminess  and 
streaks,  matters  which  come  under  the  influence  of  casting  and  furnace 
conditions ;  and  exterior  seaminess  attributable  to  the  surface  condi- 
tion of  the  ingot  from  which  the  rails  are  rolled  or  perhaps  introduced 
by  some  of  the  passes  of  the  rail  mill.  Opinions  differ  in  respect 
to  the  origin  of  the  external  seaminess.  In  the  absence  of  structural 
soundness  the  full  efficiency  of  a  given  grade  of  steel  will  not  be 
realized. 

It  is  held  by  steel  makers  that  steel  in  general  is  seamy.  However, 
since  the  seamy  lines  are  oriented  parallel  to  the  direction  of  the  rolling, 
and  the  microstructure  of  hot  rolled  shapes  does  not  show  the  direction 
of  such  working,  seaminess  appears  attributable  to  foreign  inclusions 
which  may  or  may  not  pertain  to  the  reactions  which  take  place  in  the 
manufacture  of  the  steel.  Seaminess  plays  an  important  part  in  many 
rail  failures,  the  elimination  of  which,  or  partial  success  in  their 
avoidance  should  reduce  the  number  of  rail  failures.  It  is  a  dis- 
quieting feature  nevertheless  that  base  fractures  have  resulted  from 
very  slight  surface  defects,  so  slight  as  to  raise  the  doubt  whether 
their  avoidance  is  a  practical  matter.  The  detection  of  surface  seams 
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is  attended  with  difficulty  in  the  inspection  of  rails.  Mill  scale  forms 
unbroken  over  the  seams,  effectually  screening1  them.  They  may  be 
brought  into  view  by  removal  of  the  scale,  by  pickling  a  short  section 
of  the  rail  in  hot  acid.  The  facility  with  which  this  examination  can 
be  made  at  the  rail  mill  suggests  its  adoption  as  a  means  of  preventing 
an  output  of  rails  in  bad  order,  such  as  have  found  their  way  into  the 
track  only  to  be  removed  at  an  early  date. 

The  types  of  fractures  displayed  by  rails  are  comparatively  few 
in  number.  Transverse  fissures,  split  heads,  crescent  base  fractures, 
and  fractures  at  the  bolt  holes  comprise  the  principal  ones.  In  each 
group  the  fractures  have  definite  origins.  Rail  failure  statistics,  as 
published,  usually  have  a  classification  called  square  breaks,  descrip- 
tive of  the  results  of  the  fractures  but  not  indicative  of  their  origins, 
which  may  be  the  consequence  of  one  or  more  causes.  To  diagnose 
a  case  in-  medicine  the  seat  of  the  disorder  must  be  located.  It  is  the 
same  with  a  failed  rail,  hence  the  terminology  of  the  fracture  should 
preferably  indicate  or  suggest  the  cause  of  failure. 

Transverse  fissures  constitute  a  type  which  is  common  in  some 
parts  of  the  United  States,  not  known  to  have  been  displayed  in  other 
parts  and  practically  unknown  in  Great  Britain  and  on  the 
Continent.  This  type  was  first  brought  into  prominent  notice  in  the 
report  of  the  Interstate  Commerce  Commission,  upon  the  Lehigh 
Valley  derailment  at  Manchester,  N.  Y.,  published  about  nine  years 
ago,  since  which  time  rail  failures  due  to  transverse  fissures  have  been 
matters  of  deep  solicitude. 

These  fractures  have  an  interior  origin,  occurring  in  the  head  and 
not  in  the  base.  They  have  small  beginnings,  with  nuclei  commonly 
located  within  the  gauge -side  of  the  head.  They  are  found  in  all 
parts  of  the  lengths  of  rails,  which  have  been  in  service  in  the  track, 
developing  at  times  within  an  inch  and  a  fraction  of  the  hot-sawed 
end.  Their  presence  remains  unknown  until  an  advanced  state  of 
development  has  been  reached  not  detectable  in  the  track  until  they 
have  reached  the  periphery  of  the  rail  head.  At  this  time,  and  at 
earlier  stages  as  well,  they  constitute  a  menace  to  safety. 

From  all  which  has  been  ascertained  upon  the  subject,  it  appears 
that  transverse  fissures  develop  in  rails  which  are  free  from  known 
defects,  either  of  composition  or  structure.  An  explanation  for  their 
interior  origin  was  offered  when  they  were  first  described  in  the 
accident  report  previously  referred  to,  ascribing  it  to  the  effect  of 
wheel  pressures  introducing  internal  strains  of  compression  next  the 
running  surface  of  the  head.  Metal  in  the  interior  of  the  head  is 
thus  put  into  state  of  tension,  along  those  elements  where  transverse 
fissures  have  their  origins.  Repeated  bending  stresses  together  with 
the  wedge  action  of  the  urface  metal  constitute  the  components  which 
ultimately  cause  rupture. 

Rails  differ  in  their  ability  to  endure  these  and  other  stresses 
which  are  received  in  the  track.  The  discovery  of  a  shattered  state 
of  the  steel  in  the  center  of  the  heads  and  at  the  junction  of  the 
webs  and  bases  of  certain  rails,  and  the  presence  of  foreign  inclusions 
in  others,  raised  hopes  that  definite  causes  had  been  found,  the  elim- 
ination of  which  would  enable  rails  to  sustain  present  wheel  loads  and 


PROCEEDINGS  OF  THE  THIRTY-SECOND  ANNUAL  CONVENTION          67 

escape  the  development  of  this  dangerous  type  of  failure.  Such  hopes 
have  not  been  realized.  We  are  told,  as  the  case  now  stands  there  is 
no  known  remedy  for  the  prevention  of  transverse  fissures,  and  if 
perchance  there  is  onel  urking  undiscovered  in  the  field  of  metallurgy 
it  has  escaped  very  diligent  search.  Concerted  action  in  gathering 
information  from  all  available  sources  seems  a  promising  method  of 
advancing  knowledge  upon  this  dangerous  type  of  rail  failure,  as  a 
forewarning  of  the  approach  of  danger. 

Split-head  and  crescent-base  fractures  are  essentially  the  result  of 
interior  and  exterior  seaminess  of  the  steel  and  condition  of  the  surface 
metal  in  the  base.  Corrective  measures  are  mill  problems.  Fractures 
at  bolt  holes  appear  to  result  from  loss  of  ductility  in  the  steel  at  the 
sides  of  the  holes,  probably  brought  about  by  hammering  against  the 
shanks  of  the  track  bolts.  Theoretically,  longitudinal  shear  reaches 
a  maixmum  in  the  webs  of  the  rails  at  their  ends,  and  this  action 
should  contribute  its  share  in  promoting  such  failures.  Here  again 
more  information  from  the  track  is  needed  in  arriving  at  corrective 
measures.  Mashed  heads  are  recognized  as  causes  for  the  removal  of 
rails  from  the  track,  but  do  not  constitute  failures  in  the  sense  of 
those  already  described.  They  represent  rails  made  of  steel  too  soft 
to  sustain  current  wheel  loads,  and  do  not  indicate  necessarily  the 
presence  of  structural  defects.  Local  conditions  may  influence  the 
display  of  mashed  heads  and  lateral  flow  of  the  metal.  The  use  of 
sand  on  the  track  is  one  factor. 

There  is  another  prolific  source  of  injury  to  rails  "which  has  attracted 
little  attention  considering  its  general  prevalence ;  that  is,  wheel-burnt 
rails,  so  called.  The  slipping  of  wheels  causes  abrasion  of  the  metal  at 
the  running  surface  of  the'  rail  head,  attended  commonly  with  the 
generation  of  intense  heat  by  the  frictional  resistance  involved.  The 
term  "  snow-burnt  "  is  employed  in  some  localities,  having  the  same 
meaning  as  wheel-burnt,  due  to  the  fact  that  slipping  of  the  wheels 
occurs  during  attacks  on  snow  drifts. 

The  heat  generated  on  these  occasions  exerts  a  pronounced  effect  on 
the  metal  along  the  top  of  the  rail.  A  thin  layer  of  metal  raised  to  a 
scintillating  temperature,  rapidly  cooled  by  conductivity,  renders  the 
steel  excessively  hard.  Less  rapid  cooling  anneals  the  steel.  Deep 
abrasion  of  the  surface  affords  opportunity  for  the  inception  of  a  line 
of  rupture.  The  large  number  of  wheel-burnt  rails  and  the  small 
number  of  accidents  which  result  from  them  indicate  that  ordinary 
injuries  are  not  serious,  but  none  can  be  regarded  with  indifference. 
This  branch  of  the  rail  question  is  far  more  complicated  than  is  realized. 
A  careful  study  is  in  progress  upon  this  subject  by  the  Bureau  of 
Safety  of  the  Interstate  Commerce  Commission,  in  connection  with 
the  investigation  of  accidents  which  have  resulted  from  wheel-burning. 

Since  the  cessation  of  hostilities  abroad,  and  the  resumption  of  rail 
production  by  the  steel  mills  there  has  been  criticism  on  the  part  of 
some  roads  that  the  quality  of  rails  now  being  furnished  is  below 
the  pre-war  standard.  Inquiry  into  the  specific  causes  of  these  criti- 
cisms leads  to  the  inference  that  they  have  arisen  from  the  rails 
furnished  being  softer  than  usual.  Rail  makers  generally  prefer  to 
work  closer  to  the  lower  carbon  limit  than  toward  the  upper  limit  of 
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the  specification,  believing  that  in  so  doing  safer  rails  are  produced. 
A  difference  of  less  than  two-tenths  of  one  per  cent,  of  carbon  in  the 
steel  represents  the  difference  between  a  hard  and  a  soft  rail ;  a  reduc- 
tion in  the  amount  of  combined  carbon  of  less  than  one  five-hundredth 
part  of  the  weight  of  the  steel  furnishes  a  rail  which  flows  under 
present  wheel  loads. 

One  feature  stands  out  prominently  in  discussions  of  the  rail  prob- 
lem; that  is,  more  trouble  appears  to  attach  to  rails  than  to  any  other 
class  of  materials  in  important  uses.  For  this  state  of  affairs  respon- 
sibility largely  rests  upon  the  wheel  pressures  employed,  since  they 
constitute  the  main  factors  of  the  case.  An  acute  stage  has  apparently 
been  reached  in  the  race  between  steels  in  their  ability  to  endure  intense 
impinging  pressures  and  the  loads  which  are  concentrated  on  them  by 
the  wheels  of  the  equipment.  There  has  been  for  years  a  steady  in- 
crease in  the  weight  of  rolling  stock  of  all  kinds,  which  means  a  closer 
and  closer  approach  to  the  limiting  stresses  which  steels  are  capable 
of  enduring.  Revisions  of  specifications  go  on,  but  practically  all 
grades  of  steel  have  been  tried  and  no  antidote  to  high  wheel  pressure 
has  been  found.  Some  steel  makers  are  of  opinion  that  some  form 
of  heat  treatment  of  the  metal  must  be  sparingly  applied.  Increased 
wear  has  been  shown  in  recent  experience  of  this  kind  where  a  medium 
hard  heat-treated  steel  displayed  the  resistance  of  a  chemically  harder 
grade  of  metal.  The  range  in  the  effects  of  heat  treatment,  quenching 
from  a  rolling  temperature,  extends  from  a  slight  hardening  of  the 
metal  to  that  of  actual  rupture,  depending  upon  the  rate  of  quenching 
employed.  Certain  physical  properties  accompany  each  given  chemical 
composition  and  of  this  we  are  well  assured.  The  safety  or  danger  of 
heated  and  quenched  material,  however,  depends  upon  the  treatment 
of  individual  members  in  which  final  evidence  does  not  necessarily  re- 
main. The  dangers  which  attend  methods  of  imparting  high  initial 
properties  to  rails  irrespective  of  chemical  composition  are  too  con- 
spicuous to  give  encouragement  to  their  adoption  in  the  present  state 
of  the  art.  Regarding  the  subject  as  still  an  open  one  and  susceptible 
of  improvement,  the  compilation  of  data  from  representative  roads, 
embracing  the  influence  of  diverse  conditions,  climatic  and  operative, 
experienced  in  different  States  of  the  Union,  seems  a  promising  method 
of  reaching  practical  results,  which  it  may  be  remarked  has  been  in- 
augurated as  a  necessary  adjunct  to,  and  aid  in  the  performance  of  its 
functions  by  the  Bureau  of  Safety,  that  branch  of  the  Intersttate  Com- 
merce Commission  under  which  investigations  of  accidents  are  con- 
ducted. 

CHARLES    C.    McCnoRD,    Chairman 

A.  P.  ANDERSON 

WILLIAM  F.  RHEA 

JOHN  W.  STORRS 

GEO.  F.  WRIGHT 

F.  M.  SHEPPARD 

HUGH   H.  WILLIAMS 
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President  SHAW — Do  you  move  the  adoption  of  the  report? 

Commissioner  McCnoRD — I  do  not  believe  that  is  the  rule,  to  move 
to  adopt  it.  I  move  that  it  be  received  and  printed. 

The  motion  was  unanimously  agreed  to. 

President  SHAW — The  Convention  has  already  been  advised  that, 
acting  upon  the  invitation  extended  by  the  Interstate  Commerce  Com- 
mission, three  State  Commissioners  were  named  to  sit  with  the  Inter- 
state Commerce  Commission  in  the  recent  hearing  on  the  application  of 
carriers  for  an  increase  in  freight  rates.  The  State  Commissioners 
named  were  Commissioners  Guiher  of  Iowa,  Ainey  of  Pennsylvania, 
and  Dunn  of  Florida.  Inasmuch  as  Commissioner  Guiher  is  with  us, 
I  am  of  a  mind,  unless  there  is  objection,  to  vary  the  program  by  calling 
upon  Mr.  Guiher  to  give  us  a  short  talk  as  to  his  experience  with  the 
Interstate  Commerce  Commission  during  the  recent  hearing. 

ADVANCED  RATE  HEARING. 

Mr.  JOHN  A.  GUIHER  of  Iowa — Mr.  President  and  gentlemen  of  the 
Association,  in  a  report  which  the  three  State  Commissioners  made  to 
your  president  on  the  day  of  the  last  sitting,  I  think  there  is  included 
probably  everything  that  is  of  real  importance  with  reference  to  the 
three  Commissioners  pitting  with  the  Interstate  Commerce  Commis- 
sion. 

I  want  to  say  to  you  in  the  first  place  that  no  men  were  ever  treated 
with  more  kindly  consideration  and  with  greater  respect  than  we  were 
treated  by  the  members  of  the  Interstate  Commerce  Commission.  We 
were  given  every  opportunity  to  present  and  discuss  every  question 
which  was  considered  before  the  Interstate  Commerce  Commission  in 
its  conferences,  which  lasted  from  the  13th  day  of  July  until  nearly 
noon  of  the  30th  day  of  July. 

During  the  taking  of  the  testimony  we  were  accorded  the  right  to 
ask  such  questions  and  make  such  inquiries  as  we  felt  should  be  made. 
I  want  to  say  that  during  the  conferences  with  the  Interstate  Commerce 
Commission  there  never  was  a  moment  when  I  had  any  reason  to  be- 
lieve that  any  member  of  the  Interstate  Commerce  Commission  had 
any  other  desire  than  to  look  only  to  the  very  right  of  the  question. 
You  must  understand  that  on  a  Commission  as  large  as  the  Interstate 
Commerce  Commission,  probably  each  Commissioner  had  an  idea  some- 
what different  from  what  the  other  Commissioners  had,  exactly  the 
same  as  sometimes  in  your  commissions  of  three  you  do*not  all  look 
at  the  same  problem  in  the  same  way,  or  with  the  same  light. 

The  controversies  over  many  of  the  questions  were  sharp  and  in- 
sistent in  many  cases,  yet  I  think  there  never  was  a  time  when  the 
matter  was  not  approached  entirely  dispassionately. 

I  want  to  say  one  other  thing,  and  I  believe  that  is  all  I  care  to  say, 
and  that  is  that  my  experience  there  satisfies  me  that  the  matter  of 
State  Commissioners  sitting  with  the  Interstate  Commerce  Commission 
in  these  cases  will  be  productive  of  very  great  good  and  a  very  much 
better  understanding  as  between  the  Interstate  Commerce  Commis- 
sion and  the  State  Commissions.  I  am  saying  that  to  you  just  at  a 
time  when  I  am  about  to  leave  the  Iowa  Commission  and  to  have  no 
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further  personal  interest  in  the  matter.  I  do  not  care  to  elaborate  on 
that  any  further,  but  simply  leave  the  statement  with  you,  except  to 
say  that  one  of  the  State  Commissioners  at  the  beginning  of  the  hear- 
ing had  very  pronounced  ideas  along  certain  lines,  looking  at  the  matter 
largely  in  the  interest  of  his  own  part  of  the  United  States.  I  am 
satisfied  that  long  before  the  hearings  were  concluded  he  took  a  much 
broader  view  of  the  situation  than  he  had  ever  taken  before.  I  want 
to  say  to  you  that  that  member  of  the  Commission  was  a  very  great 
stickler  for  the  rights  of  the  states,  and  when  he  left  the  hearings  in 
Ex  Parte  74,  when  the  conferences  were  ended,  with  exactly  the  same 
notion  of  the  rights  and  powers  of  the  states  and  what  they  ought  to 
have  that  he  had  before,  yet  with  a  broader  horizon  he  had  to  make 
his  application  somewhat  different  from  the  manner  in  which  he  had 
applied  his  ideas  prior  to  that  time. 

I  want  to  say  one  other  thing,  and  that  is  that  while  a  great  many 
things  occurred  during  the  hearing  of  that  case  which  would  be  very 
interesting  to  the  members  of  this  Association,  yet  I  think  that  a  fair 
and  careful  reading  of  the  report  gives  to  you  a  very  good  idea  of 
what  actually  occurred. 

There  were  a  great  many  points  about  which  the  Commissioners 
differed.  The  finding  was  necessarily  somewhat  of  a  compromise  or 
adjustment  of  ideas  of  the  different  Commissioners.  Speaking  for  my 
own  part  I  want  to  say  to  you  that  I  believe,  taking  all  matters  into  con- 
sideration, the  Commission  arrived  at  a  fair  and  just  solution  of  the 
problems  which  had  been  presented  to  it. 

I  want  further  to  say  that  I  think  the  members  of  this  Association 
can  have  no  adequate  idea  of  the  pressure  under  which  the  members 
of  the  Interstate  Commerce  Commission  have  worked  during  this  year. 
After  the  open  hearings  closed  the  conferences  commenced  at  10 
o'clock  in  the  morning  and  closed  at  half  past  four  in  the  afternoon. 
We  were  furnished  with  quarters  on  the  floor  next  below  this  hearing 
room.  I  was  frequently  at  those  offices  at  half  past  seven  in  the  morn- 
ing. I  want  to  say  to  you  that  I  never  went  to  the  office  of  any  Com- 
missioner early  enough  in  the  morning  to  get  there  before  he  did.  It 
was  their  rule  to  be  at  their  offices  at  8  o'clock.  They  took  only  a 
short  interim  for  lunch,  and  worked  until  6  o'clock.  Then  they  went 
out  somewhere  near  here  and  got  something  to  eat,  and  in  most  in- 
stances came  back  and  worked  until  10  and  sometimes  11  o'clock  at 
night.  I  simply  want  to  call  your  attention  to  the  very  great  pressure 
under  which  they  worked.  I  know  that  that  condition  existed  for 
nearly  two  and  one  half  months.  I  know  of  no  other  men  working 
anywhere  who  have  worked  under  such  pressure.  I  think  in  justice  to 
the  members  of  the  Interstate  Commerce  Commission  it  is  due  them 
that  I  should  say  this.  (Applause.) 

Mr.  DWIGHT  N.  LEWIS  of  Iowa — Mr.  Guiher  has  referred  to  a 
report  which  these  three  Commissioners  made.  I  have  seen  that  report, 
and  I  move  that  the  report  of  the  three  State  Commissioners  sitting 
with  the  Interstate  Commerce  Commission  be  made  a  part  of  the  pro- 
ceedings of  this  Convention. 

The  motion  was  unanimously  agreed  to. 
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The  report  referred  to  is  as  follows : 

REPORT   OF  STATE  COMMISSIONERS  WHO   SAT  WITH 
INTERSTATE  COMMERCE  COMMISSION. 

To  WALTER  A.  SHAW,  President  National  Association  of  Railway  and 
Utilities  Co  mmissioners : 

On  May  11,  1920,  the  Interstate  Commerce  Commission  extended  an 
invitation  to  the  State  Commissioners  to  co-operate  with  it  in  the 
consideration  of  the  establishment  of  rates  to  carry  out  the  require- 
ments of  Section  15a  of  the  Interstate  Commerce  Act,  expressing  the 
desire  that  three  State  Commissioners  be  selected  as  representatives 
of  all  State  Commissions.  Afterwards,  at  a  called  meeting  of  your 
Association,  we  were  selected  as  such  representatives.  We  wish  to 
report  as  follows : 

On  May  24,  1920,  we  presented  ourselves  to  the  members  of  the 
Commission  who  recognized  us  as  State  Commissioners  whom  they  de- 
sired to  act  with  them  in  co-operation  in  the  examination  and  con- 
sideration of  said  advanced  rate  hearing,  being  I.  C.  C.  Ex  Parte  74. 
The  taking  of  the  testimony  began  on  May  24  and  was  completed  on 
July  1.  The  arguments  followed  immediately,  closing  July  6.  An  ad- 
journment was  then  taken  until  July  13  to  enable  the  Commission  to 
perform  other  official  duties  requiring  immediate  attention.  During 
the  taking  of  the  testimony  and  the  argument  we  sat  with  the  Com- 
mission. 

Consideration  of  the  case  in  conference  began  July  13  and  ended 
July  29,  when  the  conclusions  were  reached  and  the  ruling  completed. 
Between  the  dates  just  stated  the  entire  Commission  devoted  each 
day  to  the  consideration  of  this  case,  except  one  and  one-half  days 
in  the  hearing  of  arguments  in  other  cases.  We  participated  in  the 
conference  in  the  same  manner  as  members  of  the  Commission,  being 
invited  by  them  to  take  part  in  the  discussions  and  express  our  views 
with  full  freedom. 

The  members  of  the  Commission  gave  to  the  case  intense  and  effi- 
cient application,  examining  and  discussing  it  with  the  evident  desire 
to  reach  correct  conclusions  and  apply  the  increase  in  such  manner  as 
to  deal  justly  with  the  whole  country. 

The  questions  presented  were  very  numerous,  involving  the  com- 
merce of  the  whole  country,  and  the  entire  rail  transportation  system 
of  the  United  States,  many  of  these  questions  being  of  complex  char- 
acter. Any  decision  of  the  case  looking  to  the  observance  of  the 
statute  affects  in  some  way  every  rate  now  effective.  Speaking  gen- 
erally, every  controverted  question  concerning  all  classes  and  com- 
modities, and  all  rates,  rules  and  practices  of  rail  carriers  and  all  the 
theories  of  shippers  and  carriers  were  presented  and  urged  in  the 
testimony  and  in  arguments  before  the  Commission  and  given  careful 
consideration  in  conference. 

The  Commissioners  were  not  of  one  mind  on  all  questions  and  their 
conclusion  in  many  cases  was  the  result  of  recognizing  that  the  views 
of  the  other  man  must  be  taken  into  account  and  that  there  must  be 
some  surrender  by  each  before  an  agreement  could  be  reached.  In 
some  instances  the  conclusion  of  the  majority  is  the  view  expressed  in 
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the  ruling.  On  some  of  the  questions  our  views  were  not  in  full  ac- 
cord with  the  majority  and  in  some  instances  we  three  State  Com- 
missioners did  not  have  unity  of  view.  However,  when  all  matters 
are  considered,  and  remembering  that  where  thirteen  men  are  con- 
sidering controverted  questions  and  proposed  policies,  and  that  their 
differences  of  opinion  must  be  composed  or  decided  by  the  majority, 
we  believe  that  the  conclusion,  considering  all  things,  is  just  and  fair 
and  we  give  it  our  approval. 

The  increased  rates  permitted  under  the  ruling  in  Ex  Parte  74  will 
probably  go  into  effect  September  1,  1920.  The  reasons  requiring  an 
increase  of  interstate  rates  are  very  persuasive  of  the  need  for  in- 
crease in  intrastate  rates.  The  operating  revenues  of  the  railroads 
under  present  rates  and  conditions  are  recognized  by  all  persons  as 
insufficient.  A  part  of  the  responsibility  to  meet  the  situation  rests 
upon  the  State  Commissions.  Such  increases  as  will  be  made  in  intra- 
state rates  should,  if  possible^  be  made  effective  September  1,  1920. 

Respectfully  submitted, 

WILLIAM  D.  B.  AINEY, 
Chairman  Public  Service  Commission, 
Pennsylvania. 

ROYAL  C.  DUNN, 
Member  Florida  Railroad  Commission. 

JNO  A.  GUIHER, 
Member  Iowa  Railroad  Commission. 

Dated  July  29,  1920,  at  Washington,  D.  C. 

SAFETY  OF  OPERATION  OF  PUBLIC  UTILITY  COMPANIES 

President  SHAW — Next  on  the  program  is  Safety  of  Operation  of 
Public  Utility  Companies,  of  which  Committee  the  Chairman  was 
J.  W.  McCardle,  of  Indiana,  who  resigned.  Commissioner  Thomas 
W.  D.  Worthen,  of  New  Hampshire,  has  prepared  the  report  of  the 
Committee. 

Mr.  THOMAS  W.  D.  WORTHEN,  of  New  Hampshire — Mr.  President 
and  gentlemen  of  the  Association,  before  presenting  the  report  a  word 
may  be  in  order. 

I  received  notice  of  the  resignation  of  the  Chairman  of  the  Com- 
mittee about  the  middle  of  September,  coupled  with  the  statement  that 
he  was  going  on  the  stump,  and  as  I  knew  he  was  a  democrat  I  was 
resigned  to  the  condition  in  which  I  found  myself ;  but  not  having 
given  any  previous  attention  to  the  subject,  I  appreciate  more  fully 
than  ever  before  the  predicament  of  some  of  my  students  in  mathe- 
matics a  good  many  times  when  they  had  to  choose  between  a  fizzle 
and  a  flunk.  But  I  have  made  a  survey  of  the  field  and  present  this 
report : 

To  the  National  Association  of  Railway  and  Utility  Commissioners: 

In  the  exceptionally  brief  period  at  its  disposal,  the  committee  has 
only  attempted  to  bring  together  some  of  the  more  easily  obtainable 
facts  bearing  upon  the  subject. 
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Three  reports  have  been  made  upon  this  subject.  The  first,  in  1916, 
contained  a  discussion  of  some  of  the  fundamental  questions  concern- 
ing the  relations  of  public  utility  commissions  to  the  safe  operation  of 
utilities,  and  a  general  view  of  existing  conditions.  In  1917  the  com- 
mittee set  out  to  secure  some  idea  of  the  supervision  over  the  safety 
of  operation  of  public  utility  companies  exercised  by  the  several  state 
commissions,  and  sent  out  a  set  of  questions  covering  in  detail  jurisdic- 
tion, method  of  investigating  accidents  and  safety  measures  adopted. 
Of  the  48  commissions  addressed,  12  failed  to  reply,  10  reported  no 
jurisdiction,  and  26  reported  jurisdiction  varying  from  a  limited  con- 
trol over  a  single  utility  to  complete  authority  over  all  utilities  in  the 
state.  A  study  was  made  of  these  reports  but  no  recommendations 
looking  to  uniform  action  by  the  commissions  was  found  possible,  and 
it  was  suggested  that  the  committee  for  the  next  year  be  instructed 
to  report  on  the  best  method  of  safeguarding  the  operation  of  one 
class  of  utility,  saying  that  it  will  be  necessary  to  make  its  investiga- 
tions into  the  work  of  accident  commissions,  technical  societies,  and  the 
bureaus  of  the  Federal  Government  and  the  states,  in  addition  to  that 
of  the  few  commissions  which  have  actually  engaged  in  any  particular 
line  of  safety  work. 

In  1918  the  committee  limited  its  report  to  certain  methods  and 
practices  of  the  New  York  Commission  for  the  First  District.  This 
commission,  with  complete  jurisdiction  over  safety  of  operation  of 
railroads  and  utilities,  set  out  to  determine  what  is  possible  in  the  line 
of  safety  of  operation  under  existing  conditions  as  evidenced  by  acci- 
dents and  interruptions  to  service.  The  report  is  most  instructive  as 
it  outlines  the  methods  of  investigation  and  results  obtained  by  an 
adequately  equipped  commission  in  a  very  large  field,  namely  the  elec- 
tric railways  and  electric  lighting  and  power  companies  in  the  City 
of  New  York. 

There  was  no  report  on  this  subject  in  1919. 

Your  present  committee  set  about  to  do  some  supplementary  work 
and  sent  a  letter  to  each  state  commission,  inquiring  as  to  rules,  orders 
and  practices  relating  to  safety  of  operation  of  public  utilities.  Re- 
plies have  been  received  from  30  of  the  48  commissions.  Taken  in 
connection  with  the  questionnaire  by  the  committee  in  1917  it  is  found 
that  31  of  the  48  state  commissions  have  more  or  less  jurisdiction  over 
the  safety  of  operation  of  public  utility  companies,  that  11  have  no 
control,  and  that  6  have  not  yet  reported. 

Commissions  entering  actively  upon  the  work  of  safeguarding  the 
operations  of  utilities  require  reports  in  extended  detail  of  all  acci- 
dents and  interruptions  of  service,  except  those  of  very  slight  conse- 
quence, usually  monthly  or  annually,  but  accidents  resulting  *in  death 
or  severe  personal  injury,  or  in  large  loss  o'f  property,  or  of  serious 
nature,  as  collisions,  derailments,  explosions,  short  circuits,  etc.,  are 
reported  at  once  by  telegraph  or  telephone,  in  order  that  the  conditions 
may  immediately  be  investigated  by  experts  or  engineers  of  the  com- 
mission, if  deemed  necessary,  and  any  changes  or  improvements  made 
at  once  to  prevent  recurrence  of  such  accidents.  A  very  large  part  of 
the  safety  work  of  the  commission  is  of  this  nature,  and  inspections 
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are  made  with  a  view  to  safety  as  well  as  maintenance  and  efficiency, 
and  these  are  often  closely  related.  One  Commission  reports:  "We 
have  had  all  we  can  do  to  keep  the  utilities  going  under  any  kind  of 
circumstances." 

STREET  RAILWAYS 

Next  to  the  steam  railroads  the  street  railways  have  been  longest 
under  governmental  supervision  and  every  detail  of  equipment  and 
operation  appears  to  have  been  covered  by  municipal  or  state  regula- 
tion. Some  of  the  more  important  recent  commission  requirements 
are:  car  steps  lowered  to  a  standard  height,  15  inches  in  New  Hamp- 
shire; sand  devices  and  hand  brakes,  and  air  brakes  separately  or  in 
combination;  folding  doors  and  steps  so  as  to  prevent  entering  or 
alighting  while  the  car  is  in  motion;  restricted  occupancy  of  car  plat- 
forms ;  improved  type  of  wheel  guard  or  fender  to  prevent  accidents 
to  pedestrians ;  the  car  to  come  to  a  full  stop  before  crossing  a  steam 
or  electric  railroad — in  Illinois  "  at  the  near  side  of  every  boulevard 
or  pleasure  drive  crossed  at  grade  and  *  *  *  not  cross  such  boule- 
vard or  pleasure  drive  until  the  motorman  in  charge  of  same  knows 
that  the  way  is  clear  and  safe  for  him  to  proceed  " ;  limited  speed 
with  warnings  at  curves;  minimum  clearances  applicable  to  tracks, 
structures,  fixtures,  and  other  appurtenances ;  and  plans  of  ail  bridges 
with  load  carried  to  be  submitted  to  the  commission  for  approval. 

In  New  Hampshire,  at  the  suggestion  of  the  commission,  the  street 
railways  have  adopted  the  standard  form  of  signaling  in  use  by  steam 
railroads,  for  all  movements  of  cars  at  crossings  of  steam  railroads 
at  grade. 

ELECTRIC  UTILITIES 

The  unlimited  capacity  of  electricity  for  destructiveness  has  nat- 
urally caused  great  attention  to  be  given  to  methods  of  avoiding  ac- 
cidents to  persons  and  property  in  all  operations  in  any  way  related 
to  electric  currents.  Several  state  commissions  have  issued  detailed 
rules  or  orders  governing  electrical  construction  of  the  properties  of 
electric  lighting,  railway  and  power  companies  and  safeguarding  and 
protecting  employees  from  injury  by  high-tension  electrical  apparatus 
or  other  dangerous  conditions,  as  illustrated  in  the  account  of  the  work 
of  the  New  York  Commission,  First  District,  given  in  the  1918  report. 

The  Bureau  of  Standards  of  the  Department  of  Commerce  has  taken 
a  leading  part  in  the  development  of  rules  and  regulations  safeguarding 
operations  connected  with  electricity  as  indicated  in  the  following  out- 
line of  its  work. 

In  August  1914  the  Bureau  issued  "  Rules  for  safeguarding  efti- 
ployees  when  working  on  or  near  electrical  machines  or  lines"  as 
Circular  No.  49.  This  was  revised  with  the  cooperation  of  the  accident 
prevention  committee  of  the  National  Electrical  Light  Association  and 
reputiushed  in  May,  1915,  and  these  rules  were  put  on  trial  by  a  large 
number  of*ejectric  companies. 

In  April,  1915,  the  Bureau  issued  Circular  No.  54  in  three  parts 
as  follows : 

(1)  Rules  for  the  installation  of  machinery,  switch  boards,  and 
wiring  in  central  stations  and  substations. 
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(2)  Rules  for  the  construction  of  overhead  and  underground  lines 
for  the  transmission  and  distribution  of  electrical  energy  and  intelli- 
gence. 

(3)  Rules    for  the   installation   of   electrical   apparatus,   wiring  in 
factories,  residence,  and  wherever  electricity  is  utilized  for  light,  heat, 
or  power. 

These  rules  were  put  forth  as  tentative  only  and  furnishing  a  basis 
for  thorough  trial  and  study,  and  the  Bureau  reports  that  it  had  the 
cordial  cooperation  and  assistance  of  many  state  industries  and  public 
service  commissions,  municipal  electrical  inspectors,  engineers  of  oper- 
ating and  manufacturing  companies,  committees  of  engineering  socie- 
ties, representatives  of  th£  fire  and  casualty  insurance  interests,  and  of 
electrical  workers. 

Part  3  runs  parallel  with  the  National  Electric  Code  for  fire  pro- 
tection, which  is  revised  every  two  years  by  the  electrical  committee 
of  the  National  Fire  Protection  Association,  and  the  Bureau  and  the 
electrical  committee  have  cooperated  so  as  to  avoid  conflicts  or  over- 
lapping in  the  two  codes.  Formal  and  informal  conferences  with 
electrical  engineers  and  other  interested  parties  were  held  in  all  sections 
of  the  country  from  Boston  and  Atlanta  to  Los  Angeles  and  Seattle. 
Finally  a  two  weeks  conference  was  held  in  New  York  in  the  Fall  of 
1915  at  the  request  of  the  American  institute  of  Electrical  Engineers, 
the  National  Electric  Light  Association  and  the  Association  of  Edison 
Illuminating  companies  and  a  general  conference  in  Chicago  May  29 
and  30,  1916,  in  which  state  and  municipal  administrators  were  largely 
represented  as  well  as  utilities,  manufacturers  and  others  interested. 
As  a  result  there  was  a  final  agreement  that  the  revised  code  was  ready 
for  publication  and  transmission  for  use  on  trial. 

This  revised  edition  containing  the  revision  of  the  4  sets  of  rules 
found  in  Circulars  No.  49  and  54  was  issued  on  November  15,  1916, 
as  Circular  No.  54,  2nd  edition,  for  examination,  trial  and  constructive 
criticism. 

Although  this  code  is  regarded  as  not  final,  it  has  been  quite  generally 
accepted  as  an  authority  in  its  field  and  many  state  commissions  are 
applying  the  rules  to  all  new  installations,  reconstructions,  and  exten- 
sions, so  far  as  found  to  be  practicable  under  existing  local  conditions. 
It  is  expected  that  the  forthcoming  revision  will  be  found  abundantly 
adequate  and  satisfactory  when  properly  adjusted  to  any  exceptional 
local  conditions. 

SAFETY  BOARDS. 

Within  the  past  9  years  42  states  have  adopted  workmen's  compen- 
sation laws  and  37  states  have  established  accident  boards  or  industrial 
commissions.  These  laws  fix  the  responsibility  of  the  employer  and 
are  a  great  incentive  to  the  adoption  of  safety  devices  in  shops,  mills, 
electric  and  gas  plants,  and  in  all  occupations  which  may  be  regarded 
as  hazardous.  These  laws  are  based  on  the  principle  that  injury  due 
to  risk  which  is  necessarily  incident  to  the  business  is  a  legitimate 
part  of  the  cost  of  operation.  In  some  states  all  matters  pertaining 
to  safety  regulations  of  steam  power  or  electrical  generating  plants 
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are  under  the  industrial  commission  or  safety  board,  while  in  others 
the  public  utilities  commission  has  entire  sharge  of  all  utility  operations. 
It  would  seem  that  ordinarily  the  safety  of  shop  and  plant  operations 
may  well  be  in  charge  of  a  state  safety  board,  so  that  the  protection 
against  the  common  dangers  may  be  everywhere  the  same,  e.g.,  in  the 
case  of  boilers,  pulleys,  shafting,  etc.,  whether  found  in  utility  plants 
or  elsewhere. 

In  some  states  municipally  owned  and  operated  utilities  are  not 
under  the  jurisdiction  of  the  state  public  service  commission. 

T.  W.  D.  WORTHEN,  Chairman. 

Commissioner  WORTHEN — I  move  that  the  report  be  received  and 
printed. 

The  motion  was  agreed  to. 

THE  CAR  SITUATION 

President  SHAW — Commissioner  Clyde  B.  Aitchison  of  the  Interstate 
Commerce  Commission,  who  has  been  one  of  us,  has  kindly  consented 
to  talk  to  us  on  the  car  situation,  and  as  I  see  that  he  is  here,-and  as 
it  is  nearly  the  hour  which  was  made  the  special  order  for  his  address, 
I  will  ask  him  to  favor  us  at  this  time.  (Applause.) 

ADDRESS  OF  HON.  CLYDE  B.  AITCHISON,  INTERSTATE 
COMMERCE  COMMISSIONER 

Mr.  President  and  Gentlemen: 

Of  all  the  tasks  of  the  regulatory  commission,  none  are  more  thank- 
less than  those  which  come  in  floods  when  the  railroads  of  the  country 
cannot  transport  traffic  currently  as  offered.     These  "  car  shortages  " 
have  long  occurred,  recurred,  and  at  times  persisted  over  considerable 
periods,  in  varying  degrees  of  intensity.     Their  perniciously  repressive 
effects  upon  the  prosperity  and  growth  of  the  individual,  the  locality, 
the  states,  and  the  nation,  are  all  too  well  known.     No  sin  of  a  railroad 
is  regarded  as  so  heinous  as  the  omission  to  perform  the  primary  duties 
of  a  common  carrier — to  accept  and  transport  commodities  as  offered  in 
the  usual  course  of  business.     Such  an  omission  inspires  sullen  resent- 
ment which  in  times  past  has  often  burst  forth  into  fierce  flames.     Then 
those  who  depended  upon  the  continuance  and  prosperity  of  industry 
have  turned  as  a  last  resort  to  public  authority  and  to  the  penalties 
imposed  by  legislation,  in  the  expectation  that  in  some  manner  by  the 
exercise  of  the  powers  of  the  law,  missing  facilities  would  be  supplied 
promptly  and  that  the  carriers  would  be  compelled  with  all  speed  to 
resume  the  full  and  adequate  performance  of  all  their  duties.     Most 
of  the  state  commissions  created  in  1905  and  1907  owe  their  origin, 
in  part,  at  least,  to  the  despair  of  a  public,  which,  unable  to  move  its 
commodities,  and  thereby  confronted  with  most  serious  consequences, 
turned  to  the  regulating  body  as  a  posible  means  of  obtaining  relief. 
The  many  statutes  as  to  demurrage  and  reciprocal  demurrage,  and  as 
to  minimum  speed  for  transportation,  enacted  in  the  agony  of  those 
periods  of  distress,  all  evidence  the  hope  that  by  the  adoption  of  legis- 
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lation  highly  penal  in  character  a  means  for  insuring  adequate  service 
could  be  found. 

But  the  problem  was  incapable  of  such  solution.  No  waving  of  a 
legislative  wand  by  a  state  commission  could  bring  cars  into  being  as 
expected;  nor  could  the  fiat  of  government  move  trains  over  tracks  or 
through  terminals  fully  occupied  with  other  cars.  State  legislation 
could  not  displace  the  laws  of  physics.  And,  it  soon  developed  that 
because  of  the  essentially  national  character  of  commerce  and  traffic 
which  mainly  interested  the  residents  of  the  states,  the  relief  which  the 
state  could  give  was  either  wholly  inadequate  because  of  the  small 
compass  of  the  territory  in  which  it  could  be  made  operative,  or  else 
was  totally  void  because  it  necessarily  infringed  upon  the  execution  by 
Congress  of  the  duties  and  powers  committed  to  it.  Again,  when  the 
attempt  was  made  to  enforce  the  penalties  provided  by  state  legislation 
it  was  found  quite  paradoxically  that  the  very  conditions  of  emergency 
which  gave  rise  to  the  complaint  and  damage  afforded  a  perfect  defense 
to  the  carrier,  which  ordinarily  was  able  to  show  that  the  conditions 
were  unusual  and  could  not  have  been  forseen,  or  were  beyond  its 
sole  power  to  control. 

It  must  be  confessed,  after  long  experimentation,  that  state  legislation 
has  not  prevented  the  repetition  of  these  conditions  of  distress  and  no 
state  commission,  however  zealous  in  the  discharge  of  its  duties,  or 
well  fortified  by  drastic  state  legislation,  has  been  able  to  do  more  than 
slightly  mitigate  the  effects  of  the  frequently  recurring  situations 
commonly  called  car  shortages. 

And  yet  these  convulsions  of  commerce  have  been  followed  by 
periods  of  comparative  calm,  when  the  traffic  offered  was  transported, 
and  the  rail  carriers  were  assiduous  in  seeking  business.  Yards  and 
sidings  which  had  been  clogged  with  loaded  cars  awaiting  movement 
became  filled  with  empty  cars  stored  because  unneeded.  Again,  it 
has  been  observed  in  recent  years  that  in  particular  sections  of  the 
country  there  was  a  plethora  of  cars,  which  could  not  be  made  empty 
or  be  moved  promptly  enough  to  give  relief  to  industry  which  demanded 
an  opportunity  to  load  them  and  send  them  on  their  way.  It  has  also 
been  observed  that  in  a  particular  section  of  the  country  there  were 
more  cars  than  needed,  but  they  were  of  a  kind  unsuited  to  the  needs  of 
that  section ;  and  that  the  cars  particularly  needed  were  in  another 
locality,  where,  perhaps,  they  were  likewise  an  annoyance  to  both 
carriers  and  shippers.  It  has  often  been  made  to  appear  that  the  supply 
and  movement  of  cars  has  been  limited  by  some  cause  wholly  distinct 
from  the  number  or  location  of  the  cars,  such  as  the  conditions  of  the 
motive  power,  fuel  supply,  lack  of  track  and  terminal  facilities,  or 
labor  disturbances.  The  thoughtful  man  has  ceased  to  think  of  these 
recurring  conditions  as  car  shortages,  except  as  that  term  may  be  used 
as  a  convenient  short  expression  for  that  which  is  the  practical  result 
of  many  different  causes  which  may  exist  in  varying  degrees  and  in 
different  combinations  to  bring  about  a  partial  or  complete  failure  of 
transportation. 

The  national  government  has  at  all  times  been  slow  to  enter  upon 
the  field  of  regulation  of  common  carriers  by  railroad,  and  has  only 
done  so  when  the  way  has  been  blazed  in  advance  by  the  states.  When 
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state  action,  has  seemed  to  suffice,  the  federal  government  has  commonly 
omitted  to  displace  the  states.  State  legislation  as  to  safety  appliances, 
hours  of  service,  the  reasonableness  and  fairness  of  rates,  the  issuance 
of  securities,  and  permission  to  construct  or  abandon  lines,  has  preceded 
general  action  by  the  Congress  upon  these  subjects.  Only  because  of 
the  essentially  national  character  of  the  transportation  involved,  and  be- 
cause of  the  impossibility  of  proper  or  adequate  treatment  under  the 
limitations  of  state  powers,  has  the  national  government  exerted  its 
authorized  powers.  This  has  been  particularly  so  as  to  matters  of  serv- 
ice, which,  for  various  reasons  of  policy,  have  until  recently  been  left 
practically  wholly  with  the  states.  There  never  has  been  any  doubt  of  the 
ability  of  Congress  to  undertake  to  require  good  and  adequate  service 
by  carriers  engaged  in  interstate  and  foreign  commerce  to  the  extent  it 
might  choose  to  exercise  the  power ;  or  that  the  power  might  as 
appropriately  be  exercised  in  the  case  of  matters  of  service  directly 
as  in  the  case  of  matters  of  rates  and  safety,  both  of  which  indirectly 
affect  the  character  of  service  afforded.  But  even  during  federal 
control,  when  the  national  government  might  exercise  its  powers  as 
operator  of  the  systems  of  transportation  as  it  chose,  it  was  deemed 
advisable  to  leave  the  determination  of  many  matters  of  policy  to  local 
authority'.  Not  until  the  Esch  car-service  act,  approved  May  29,  1917, 
did  Congress  undertake  to  prescribe  a  means  for  the  requirement  of 
adequate  service  upon  interstate  carriers,  and  the  operation  of  that  act 
was  halted  almost  before  it  started  by  the  inception  of  federal  control. 

The  Transportation  Act,  1920,  became  effective  coincidently  with  the 
termination  of  federal  control  and  with  the  resumption  of  the  opera- 
tion of  the  railroads  by  their  owning  corporations. 

By  it,  Congress  undertook  to  do  two  things.  (1)  For  the  normal 
needs  and  in  general,  the  act  requires  the  carriers  to  establish,  observe 
and  enforce  just  and  reasonable  rules,  regulations  and  practices  with 
respect  to  the  use,  control,  supply,  movement,  distribution,  exchange, 
interchange,  and  return  of  locomotives,  cars,  and  other  vehicles  used 
in  the  transportation  of  property  and  with  respect  to  the  supply  of 
trains  by  any  carrier  by  railroad  subject  to  the  interstate  commerce  act. 
Unjust  and  unreasonable  rules,  regulations  and  practices  with  respect 
to  such  car  service  are  prohibited  and  declared  to  be  unlawful,  and  a 
means  is  provided  whereby  the  Commission  upon  complaint  or  upon 
its  own  motion,  may  establish  just  and  reasonable  rules,  regulations  and 
practices.  The  act  elsewhere  provides  the  means  whereby  any  regu- 
lations or  practices  made  or  imposed  by  authority  of  any  state  may  be 
brought  into  harmonious  relation  to  those  applicable  to  interstate  and 
foreign  commerce  so  as  to  remove  any  undue  advantage,  preference, 
prejudice  or  discrimination  against  such  commerce.  (2)  Congress  has 
also  anticipated  extraordinary  conditions  and  has  provided  in  the  act 
as  a  remedy  that  whenever  the  Commission  is  of  the  opinion  that  a 
shortage  of  equipment,  congestion  of  traffic  or  other  emergency  re- 
quiring immediate  action  exists  in  any  section  of  the  country,  it  may 
with  or  without  complaint,  answer  or  hearing  give  just  and  reasonable 
directions  with  respect  to  car  service  without  regard  to  ownership  as 
between  the  carriers;  require  the  joint  or  common  use  of  terminals, 
including  main  line  tracks ;  give  directions  for  preference  or  priority 
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in  transportation  embargoes,  or  movement  of  traffic  under  permits, 
at  such  time  and  for  such  periods  as  it  may  determine ;  and  give  such 
just  and  reasonable  directions  with  respect  to  the  handling,  routing 
and  movement  of  traffic  of  carriers  by  railroad  as  in  the  opinion  of  the 
Commission  will  best  promote  the  service  in  the  interest  of  the  public 
and  the  commerce  of  the  people,  and  upon  such  terms  as  between  the 
carriers  as  they  may  agree  upon  or  in  the  event  of  their  disagreement, 
as  it  may,  after  subsequent  hearing,  find  to  be  just  and  reasonable. 

But  even  in  so  exercising  its  undoubted  authority  and  in  meeting  its 
clear  duty  to  legislate  in  the  interest  of  the  great  bulk  of  the  commerce 
of  the  nation,  Congress  provided : 

"  That  nothing  in  this  Act  shall  impair  or  affect  the  right  of  a 
State,  in  the  exercise  of  its  police  power,  to  require  just  and 
reasonable  freight  and  passenger  service  for  intrastate  business, 
except  in  so  far  as  such  requirement  is  inconsistent  with  any 
lawful  order  of  the  Commission  made  under  the  provisions  of  this 
Act." 

There  seems  to  be  plenty  of  room  for  the  fullest  exercise  of  all  the 
knowledge  and  skill  which  can  be  brought  to  bear  upon  matters  which 
relate  to  the  adequacy  of  service,  and  so  long  as  there  is  complete 
harmony  of  action  and  policy,  and  the  effect  is  to  "  best  promote  the 
service  in  the  interest  of  the  public  and  the  commerce  of  the  people," 
the  means  whereby  this  end  is  to  be  attained  may  be  considered  as 
immaterial.  It  is  obvious,  as  a  common-sense  proposition,  that  there 
must  be  complete  harmony  of  action  and  policy,  or  this  end  can  not 
be  attained.  Practically,  we  can  have  room  for  one  policy  in  respect 
to  the  distribution  of  cars  in  this  country,  or  we  might  attempt  to 
enforce  forty-eight ;  but  we  can  not  have  forty-nine  different  policies. 
One  fact  is  clear  and  outstanding:  that  as  to  interstate  and  foreign 
commerce  using  the  lines  of  common  carriers  by  railroad,  Congress 
has  undertaken  to  require  from  every  carrier  the  furnishing  of  safe 
and  adequate  car  service,  and  the  establishment,  observance  and  en- 
forcement of  just  and  reasonable  rules,  regulations  and  practices  with 
respect  thereto,  and  has  prohibited  the  observance  of  any  other.  The 
power  to  require  safe  and  adequate  service  is  analogous  to  the  power 
to  require  safe  facilities  and  safe  working  conditions  for  employees ; 
and  the  requirement  of  justness  and  equality  in  the  distribution  of 
available  equipment  is  closely  akin  to  the  requirement  of  non-prefer- 
ential rates  for  the  transportation  of  articles  moving  in  such  cars. 
Indeed,  with  respect  to  matters  of  car  service,  the  necessary  extent  of 
the  federal  power  seems  even  more  clear  than  as  to  rates. 

Cars  and  trains  are  not  set  aside  for  exclusive  use  in  moving  either 
state  or  interstate  traffic,  but  are  used  interchangeably  and  concomi- 
tantly  in  moving  both.  Can  it  be  doubted  that  there  is  such  a  close 
and  direct  relation  or  connection  between  the  two  classes  of  traffic, 
when  moving  over  the  same  railroad,  as  to  make  it  certain  that  ade- 
quate service  for  interstate  traffic  will  be  promoted  in  a  real  and 
substantial  sense  by  applying  the  requirements  of  the  transportation 
act  to  vehicles  used  in  moving  the  traffic  which  is  intrastate  as  well 
as  to  those  used  in  moving  that  which  is  interstate?  The  answer  to 
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this  question,  as  doubly  stated,  must  be  in  the  affirmative,  and  the  prin- 
cipal question  must  be  answered  in  the  same  way.  And  this  is  so, 
not  because  Congress  possesses  any  power  to  regulate  intrastate  com- 
merce as  such,  but  because  its  power  to  regulate  interstate  commerce 
is  plenary  and  competently  may  be  exerted  to  secure  adequate  service 
for  persons  and  property  transported  therein,  no  matter  what  may 
be  the  source  of  the  impediment  which  tends  to  prevent  it.  That  is 
to  say,  it  is  no  objection  to  such  an  exertion  of  power  that  the  impedi- 
ments to  be  avoided  arise,  in  whole  or  in  part,  out  of  matters  connected 
with  intrastate  commerce.  You  will  recognize  that  that  is  a  somewhat 
close  paraphrase  of  the  language  of  the  Supreme  Court  as  to  safety 
appliances,  in  the  Southern  Railway  case. 

So  that  we  have  this  situation:  the  states  left  in  the  exercise  of 
their  police  power,  able  to  require  just  and  reasonable  freight  and  pas- 
senger service  for  intrastate  business,  except  so  far  as  such  require- 
ment is  inconsistent  with  any  lawful  order  made  by  the  federal  com- 
mission, in  the  general  prescription  of  just  and  reasonable  rules  gov- 
erning car  service,  or  specially  in  case  of  emergency.  When  the 
conflict  does  occur,  in  the  interest  of  all  the  states,  there  can  be  no 
doubt  that  one  policy  must  prevail. 

This  is  in  one  aspect  an  academic  consideration,  but  in  another 
view,  is  vital.  In  times  of  car  shortage  the  treatment  must  be  along 
lines  of  preference,  by  determining  which  of  many  crying  needs  is  first 
to  be  met  with  the  inadequate  supply  at  hand.  The  states  are  not  well 
equipped  with  legislation  to  meet  such  a  situation.  State  legislation 
runs  along  lines  of  prevention  of  discrimination,  rather  than  how  it 
may  be  permitted  or  controlled.  The  other  aspect  is  the  grave  danger 
of  serious  conflict  between  the  states  themselves,  which  has  already 
cropped  out.  To  illustrate:  the  western  states  require  cars  for  the 
movement  of  accumulations  of  grain,  and  the  surplus  of  those  cars  is 
in  other  states,  where  nothing  but  federal  authority  can  compel  them 
to  be  moved  to  the  grain  fields.  Simultaneously,  the  eastern  states 
must  have  returned  to  them  the  surplus  of  open  top  cars  located  in 
the  western  states.  If  the  eastern  states  attempt  to  retain  to  them- 
selves the  box  cars  which  happen,  at  the  time  their  regulation  is  at- 
tempted, to  be  located  within  such  states,  grain  will  not  be  moved  in 
the  west.  And  if  the  western  states  should  insist  that  the  open  top 
cars  which  chance  to  be  located  within  their  borders  must  be  kept 
there,  for  instance,  to  aid  in  an  extensive  roadbuilding  plan,  then  coal 
will  not  be  moved  either  locally  or  in  interstate  commerce  in  the 
eastern  states. 

If  a  coal  producing  state,  through  a  fuel  commission  or  ad- 
ministrator, attempts  to  retain  to  itself  an  undue  amount  of  open 
top  equipment,  manifestly  it  may  prevent  free  intercourse  and  com- 
merce between  the  states,  the  achievement  of  which  was  a  primary 
reason  for  superseding  the  Articles  of  Confederation  by  the  Constitu- 
tion. It  is  intolerable  that  a  state,  through  the  control  of  the  instru- 
mentalities of  commerce,  should  proclaim  non-intercourse  with  other 
states ;  and  a  state  which  attempted  such  course  would  inevitably  itself 
be  the  subject  of  similar  action  on  the  part  of  other  states.  In  self- 
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protection  each  state  would  be  compelled  to  impound  rolling  stock  and 
release  it  to  its  neighbors  only  as  a  result  of  some  compact  or  quid 
pro  quo.  To  state  the  results  of  the  attempt  to  have  48  policies  is  to 
demonstrate  that  aside  from  all  quesions  as  to  the  powers  of  the  fed- 
eral government  under  the  Constitution,  there  must  be  a  general 
policy,  which  shall  bring  about  the  best  service  for  each  and  all  of  the 
states.  But  the  delegation  of  control  over  interstate  commerce  can 
not  thus  be  waived  aside.  We  are  operating  under  the  Constitution, 
and  not  under  the  Articles  of  Confederation.  The  responsibility  has 
been  lodged  with  Congress,  and  Congress  has  met  that  responsibility 
by  suitable  legislation. 

All  that  has  been  said  is  intended  to  show  that  instead  of  there  being 
cause  for  confusion  and  discord,  there  is  every  reason,  practical  and 
legal,  why  the  federal  and  state  authorities  should  face  the  service 
problem  squarely,  and  each  act  in  the  public  interest  within  its  appro- 
priate sphere  of  activity,  to  obtain  that  harmony  and  concord  of  action 
without  which  our  transportation  facilities  never  can  do  the  work  they 
will  be  called  upon  to  perform.  The  task  is  too  great  to  be  performed 
from  Washington.  There  is  so  much  to  be  done  that  probably  the 
needs  of  many  of  the  states  can  not  be  met  from  the  state  capital.  All 
regulating  authorities  have  their  part ;  and  that  part  calls  for  full  and 
cheerful  cooperation  between  them.  But  without  the  fullest  measure 
of  cooperation  with  the  regulating  bodies  on  the  part  of  the  carriers, 
their  officers  and  employees,  and  the  shipping  public,  regulation  will 
be  futile  in  dealing  with  emergency  transportation  situations. 

Just  to  illustrate,  you  cannot  make  men  work.  This  must  require 
at  times  a  subordination  of  local  views  and  local  interests.  In  times 
of  shortage,  all  can  not  be  served.  But  in  times  of  famine  it  is 
infinitely  better  that  an  equitable  system  of  rationing  should  be  ob- 
served, than  that  we  should  revert  to  the  power  of  the  strongest  to 
determine  who  should  be  fed  and  who  should  starve.  In  the  transpor- 
tation crisis  from  which  we  are  emerging  it  has  been  shown  beyond 
cavil  that  by  means  of  hearty  cooperation  between  the  state  and  federal 
authorities,  the  carriers  and  the  shippers,  coupled  with  philosophical 
forbearance,  we  can  pull  through  the  greatest  sort  of  emergencies. 

Of  course  all  are  familiar,  in  a  general  way,  with  what  has  occurred 
since  the  termination  of  federal  control.  March  1,  1920,  found  the 
roads  returned  to  their  owners  and  the  Interstate  Commerce  Com- 
mission suddenly  vested  with  enlarged  duties  and  responsibilities  with 
respect  to  many  subjects,  none  of  which  were  of  greater  immediate  im- 
portance than  those  pertaining  to  adequate  service.  The  carriers 
found  their  cars  widely  dispersed.  They  had  been  used  for  more  than 
two  years  as  a  part  of  a  general  pool.  Repairs  had  been  made  in  many 
cases  at  places  other  than  the  shops  which  were  designed  for  the 
repair  of  particular  classes  of  equipment.  The  stress  of  war  condi- 
tions had  led  to  the  use  of  equipment  in  a  most  intensive  manner,  and 
the  time  was  at  hand  when  much  of  rolling  stock  was  due  for  thorough 
repair.  Railroad  labor  was  in  an  uneasy  and  dissatisfied  frame  of 
mind,  with  many  pending  wage  demands  still  unadjusted,  and  had 
opposed  the  return  of  the  roads  to  their  owners.  A  vast  amount  of 
grain  remained  on  hand  from  the  preceding  year  awaiting  movement, 
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held  in  part  for  financial  reasons,  and  with  changed  financial  condi- 
tions the  immediate  movement  of  this  grain  was  demanded.  The  year 
commenced  with  no  stocks  of  coal  left  over  from  the  preceding  year. 
The  revival  and  growth  of  industry  and  the  large  increase  of  exports 
made  an  insistent  demand  for  transportation  which,  in  the  aggregate, 
had  never  been  exceeded  during  a  similar  period,  the  war  period  not 
excepted. 

Shortly  after  the  return  of  the  roads,  strikes  of  various  classes  of 
/ailroad  employees  sprang  up  sporadically,  spread  and  ramified.  Many 
occurred  without  warning.  The  demand  of  industry  for  man  power 
to  produce  tonnage  to  be  transported,  reduced  the  working  forces  of 
die  railroads,  and  tended  to  make  it  impossible  for  the  railroads  to 
carry  that  which  was  so  produced.  The  effect  of  the  withdrawal  of 
this  labor  from  railroad  service  was  wholly  disproportionate  to  the 
number  of  men  leaving  the  service.  The  strikes  were  most  complete 
in  the  great  gateways  and  the  congested  terminals,  and  as  traffic  was 
stopped  at  the  terminals  and  gateways,  it  backed  up  along  the  rail  lines 
for  hundreds  of  miles,  until  a  stoppage  of  all  movement  seemed  proba- 
ble. The  general  public  will  never  know  how  close  the  rail  and  water 
transportation  systems  of  the  United  States  came  to  a  complete  cessa- 
tion of  functioning  in  the  industrial  heart  of  the  country  as  a  result 
of  the  strikes  beginning  in  April,  and  which  continued  in  diminishing 
force  until  mid-summer. 

In  this  emergency,  the  railroad  carriers  invoked  the  far-sighted 
provisions  of  the  transportation  act,  and  sought,  with  the  aid  of  the 
Commission,  to  accomplish  in  a  lawful  way  such  unification  of  their 
operation  as  was  necessary  to  place  and  keep  the  transportation  system 
on  the  plane  of  highest  efficiency. 

In  the  height  of  war  conditions,  the  Commission  in  December,  1917, 
called  to  the  attention  of  Congress  the  need  for  unification  in  the  opera- 
tion of  the  railroads  of  the  country  during  the  period  of  conflict,  as 
indispensable  to  their  fullest  utilization  for  the  national  defense  and 
welfare.  The  Commission  pointed  out  that  this  unification  could  be 
effected  in  but  one  of  two  ways,  either  by  voluntary  action  of  the  car- 
riers effected  in  a  lawful  way  by  the  suspension  of  statutes  to  the  con- 
trary, or  by  the  operation  of  the  railroads  as  a  unit  through  the  Presi- 
dent. For  war  purposes  the  latter  alternative  was  adopted,  with  re- 
sults which  are  now  history.  In  the  emergency  which  followed  the 
termination  of  such  operation  by  the  President,  a  no  less  grave  operat- 
ing situation  was  present.  Indeed,  because  the  stimulus  of  war  was 
absent,  the  condition  in  the  spring  of  1920  was  more  menacing  to  the 
domestic  welfare  of  the  country  than  it  was  in  the  early  winter  of  1917 
when  federal  control  was  assumed.  But,  the  situation  was  met, 
squarely  and  courageously,  in  a  business-like  way,  without  political 
interferences  or  pressure  of  any  character  whatsoever,  under  the  order- 
ly processes  of  law,  by  privately  operated  railroads,  directed  along  con- 
sistent lines  to  secure  that  unity  of  object  and  policy  which  was  the  end 
sought  in  placing  the  carriers  under  federal  control  during  the  war. 
The  sum  total  of  cars  and  rolling  stock  at  the  termination  of  federal 
control  was  inadequate  to  meet  the  strain  which  was  soon  placed  upon 
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the  transportation  system.  The  effect  of  the  strikes  and  stoppage  of 
traffic  which  occurred  within  six  weeks  after  the  roads  were  returned 
to  their  owners,  was  equivalent  to  the  obliteration  of  one-third  of  all 
the  rail  equipment  of  the  country  suitable  for  freight  carrying  service. 
As  the  result  of  the  unceasing  efforts  of  railroad  operators  and  em- 
ployees, with  the  assistance  of  the  shippers,  and  under  the  policy  laid 
down  by  the  Commission  and  enforced  and  carried  out  in  details  by 
the  carriers  individually  and  through  their  Car  Service  Division,  the 
back  of  the  car  shortage  has  been  broken,  and  we  are  now  facing  the 
possibility  of  a  surplus  of  equipment.  A  few  illustrations  may  be  of 
interest  drawn  from  the  reports  of  the  Class  I  carriers.  The  miles  per 
car  per  day  for  April  1919  averaged  21,  and  in  August  of  that  year  the 
average  was  24.2.  The  April  strikes  in  1920  brought  the  average 
for  that  month  down  to  19.4 ;  by  August,  1920,  this  had  been  increased 
to  27.4.  Comparing  August,  1920,  with  August,  L919,  the  increased 
daily  mileage  had  the  effect  of  enlarging  the  available  car  supply  about 
288,000  cars.  The  average  number  of  cars  left  over  and  awaiting 
movement  daily  at  midnight,  had  been  brought  down,  on  August  25, 
more  than  71,000  as  compared  with  the  average  for  June,  1920.  The 
number  of  cars  held  with  railroad  material  on  hand  was  brought  down 
25.7%  from  June  1  to  August  22.  The  daily  average  of  cars  held  on 
account  of  accumulations,  which  reached  more  than  208,000  in  April, 
1920,  was  reduced  to  less  than  40,000  on  October  22,  1920 ;  and  in  the 
same  period  the  average  number  of  cars  held  daily  on  account  of  em- 
bargoes was  brought  down  from  approximately  26,000  to  slightly  in 
excess  of  1,000.  The  average  tons  per  loaded  car  in  August,  1920, 
were  29.8  and  the  same  month  in  1919,  28.0.  The  added  tonnage  per 
car  had  the  effect  of  increasing  the  car  supply  by  the  equivalent  of 
approximately  105,000  cars.  The  total  revenue  freight  loaded  in  cars, 
January  1  to  October  16,  1920,  as  compared  with  the  same  period  in 

1919,  showed  an  increase  of  2,091,421  cars.     The  total  revenue  freight 
loaded,  expressed  in  terms  of  cars,  for  the  4  weeks  ended  October  23, 

1920,  was  4,002,357 ;  for  the  same  4  weeks  in  1919,  3,888,896 ;  and  in 
1918,  3,778,862.     The  effect  of  the  strike  conditions  and  congestion 
can  perhaps  better  be  imagined  when  it  is  known  that  the  total  move- 
ment of  freight  cars,  for  the  4  weeks  ending  May  29,  was  2,916,916; 
on  October  23,  4,002,357.     The   relative   increase  in  tonnage  trans- 
ported was  about  37%,  and  the  actual  increase  was  at  the  rate  of  more 
than  a  quarter  of  a  million  cars  a  week.     Box  cars  alone  to  the  num- 
ber of  129,630,  were  delivered  between  June  1  and  November  4,  to 
central-western,  north-western,  and  south-western  railroads  either  on 
orders  j>laced  by  the  Commission,  or  upon  the  direction  of  the  Car 
Service  Division,  acting  in  cooperation  with  the  carriers  in  carrying  out 
the  policy  of  the  Commission. 

But  while  the  situation  has  thus  been  met  and  the  menace  has  been 
averted  for  the  time  being,  the  situation  is  still  acute  in  places.  What 
has  been  done  was  first  aid,  and  not  a  cure.  The  cure  can  come  only 
with  the  present  equipment  being  placed  in  the  best  possible  condition ; 
with  suitable  additions  to  rolling  stock  and  motive  power;  with  con- 
siderable improvements  of  terminals,  with  the  additions  of  passing 
tracks  and  the  construction  of  additional  main  line  tracks. 
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These  additions  to  the  physical  plant  will  be  wholly  insufficient 
without  a  continuance  of  such  degree  of  centralized  control  as  will 
insure  a  unified  national  policy  and  a  high  degree  of  cooperation  as 
between  the  carriers.  But  even  an  improved  plant,  operated  sub- 
stantially as  a  unit,  cannot  do  the  requisite  amount  of  business  unless 
it  receives  the  full  benefit  of  localized  aid  in  avoiding  every  cause  tend- 
ing to  stop  the  fluid  movement  of  commerce.  No  organizations  can 
so  well  aid  in  removing  these  obstacles  as  the  state  commissions,  stand- 
ing, as  they  do,  indifferently  between  shippers  and  carriers,  the  repre- 
sentatives of  the  power  and  justness  of  law,  and  possessing  an  intimate 
and  first  hand  knowledge  of  situations  within  the  boundaries  of  their 
jurisdictions. 

The  present  financial  situation,  coupled  with  the  apparent  downward 
trend  of  construction  costs,  makes  it  seem  prudent  not  to  engage  upon 
any  undue  or  avoidable  construction  program  until  conditions  become 
more  normal,  and  seemingly  there  can  be  no  letting  down  in  the  inten- 
sive use  of  equipment,  to  make  the  existing  transportation  machine 
operate  at  a  hundred  per  cent,  load  factor.  The  part  which  has  been 
played  locally  by  the  limited  number  of  terminal  committees  which 
could  be  organized  in  the  short  time  and  out  of  the  material  at  hand, 
is  well  known.  Upon  these  committees,  headed  by  a  representative 
of  the  Interstate  Commerce  Commission,  the  carriers,  the  shipping  pub- 
lic and  the  state  commissions  have  found  opportunity  for  cooperative 
service.  In  the  interest  of  good  administration,  it  is  contemplated  that 
this  plan  of  bringing  the  activities  of  federal  and  state  governments, 
of  the  shippers  themselves,  and  of  the  operators  of  the  railroads,  into 
local  organizations  with  an  agency  of  the  Interstate  Commerce  Com- 
mission, shall  be  broadened  and  continued.  In  such  committees  the 
representative  of  the  state  commissions  can  be  of  the  utmost  service, 
without  in  any  way  detracting  from  their  authority  as  regulating  bodies. 
The  transportation  act  marks  the  beginning  of  a  new  era  in  transpor- 
tation, and  the  recognition  therein  of  the  necessity  for  the  utilization 
by  the  federal  authorities  of  the  advice,  assistance  and  cooperation  of 
the  state  regulating  bodies  is  a  striking  feature  of  that  law,  and  one 
which  marks  a  distinct  step  in  advance.  Surely  the  need  for  such 
close  interaction  is  most  marked  with  respect  to  matters  of  car  service, 
in  which  the  public  is  best  served  through  a  national  policy,  which  must 
be  founded  upon  a  thorough  knowledge  of  local  situations,  as  well  as 
of  the  comprehensive  outlines  of  the  entire  plan.  Without  the  general 
plan  chaos  would  result  and  nothing  could  be  constructed;  but  with- 
out the  plan  being  carried  to  completion  by  attention  to  its  details, 
nothing  will  be  achieved.  (Applause.) 

Mr.  CLYDE  M.  REED  of  Kansas — I  move  that  the  report  be  received 
and  placed  on  file. 

PRESIDENT  SHAW — The  subject  is  now  open  for  discussion. 

Mr.  FRANK  H.  FUNK  of  Illinois — Mr.  President,  I  have  been  very 
much  interested  in  Commissioner  Aitchison's  paper.  It  is  quite  inter- 
esting; but  I  must  confess  to  a  feeling  of  perplexity.  I  am  a  member 
of  the  Illinois  Commission.  Our  State,  like  most  of  the  other  states, 
has  had  its  troubles  as  to  car  shortage.  I  cannot  determine  from  this 
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paper  what  powers  the  Illinois  Commission  has.  In  one  breath,  at  the 
opening  of  the  paper,  it  is  stated  that  obviously  the  Federal  Commis- 
sion is  all-powerful.  Yet  all  through  the  paper  there  is  an  invitation 
for  cooperation.  I  repeat  that  I  am  perplexed.  I  have  come  to  Wash- 
ington a  number  of  times  in  a  spirit  of  cooperation.  I  have  called 
upon  the  American  Railway  Association  across  the  street  here.  I 
have  called  upon  the  Interstate  Commerce  Commission,  and  to  be 
frank  I  have  not  seen  much  evidence  of  cooperation.  When  I  got 
down  on  the  street  to  analyze  what  I  had  accomplished,  I  found  it  was 
represented  by  zero — nothing. 

I  think  the  matter  of  car  supply  is  the  most  important  matter  in  the. 
business  world  today,  and  I  cannot  understand  from  this  paper  what 
the  policy  of  the  Interstate  Commerce  Commission  is.  I  did  get  a 
vague  impression  that  perhaps  in  times  of  great  shortage  the  Interstate 
Commerce  Commission  would  step  in  and  control  the  situation.  I 
have  no  particular  quarrel  with  that  interpretation  of  the  Transporta- 
tion Act  of  1920,  but  am  I  to  understand  that  at  some  other  time  it 
will  be  the  policy  of  the  Interstate  Commerce  Commission  to  recognize 
the  jurisdiction  and  power  of  the  State  Commissions?  If  so,  just  at 
what  point  may  we  be  prepared  to  resume  our  functions  as  State  Com- 
missions? Frankly,  I  think  it  is  too  big  a  proposition  for  any  board 
or  commission  in  Washington  to  handle.  I  can  see  that  perhaps  for 
the  protection  of  the  car  supply  in  one  part  of  the  country,  as  in  New 
England,  the  seaboard  and  the  like,  and  grain  cars  in  the  West,  the 
Interstate  Commerce  Commission  should  have  the  right  to  re-locate 
great  groups  of  cars ;  but  when  it  comes  to  the  matter  of  locating  cars 
in  a  state,  I  do  not  think  the  Interstate  Commerce  Commission  can  do 
it.  I  think  they  have  failed  utterly  in  distributing  cars.  As  I  under- 
stand it  the  Transportation  Act  gives  the  power  to  the  Interstate  Com- 
merce Commission  to  provide  rules,  but  in  Illinois  I  failed  to  find  any 
rule  that  the  Interstate  Commerce  Commission  had  established  for  the 
distribution  of  grain  cars.  In  my  state  one  road  would  use  one  scheme 
and  another  road  would  use  another  scheme.  Now,  if  the  Interstate 
Commerce  Commission  are  assuming  to  perform  this  function,  it 
seems  to  me  they  should  get  busy  and  establish  a  common  rule  for  dis- 
tribution of  grain  cars.  If  that  is  in  effect  in  Illinois  it  has  not  come  to 
my  notice.  As  I  say,  I  think  it  is  too  big  a  problem  for  any  bureau 
or  commission  in  Washington  to  handle.  We  have  suffered  great 
losses  in  Illinois  because  of  the  lack  of  equipment,  and  I  want  to  say 
that  one  of  the  reasons  why  there  is  no  shortage  of  cars  now  is  because 
the  market  has  declined  and  the  owners  of  grain  are  not  ready  to  ship 
their  grain  on  a  declining  market.  These  figures  that  show  that  cars 
are  not  in  such  demand  are  the  result  of  a  market  that  has  fallen,  and 
not  particularly  the  result  of  any  scheme  of  distribution. 

Commissioner  AITCHISOX — Pardon  me.  I  gave  no  figures  except  of 
cars  moved. 

Mr.  FUNK — The  thought  I  got  from  the  paper  was  that  because  of 
some  method  of  distribution  the  cars  were  utilized  to  a  greater  extent. 
But  what  I  am  trying  to  say  is  this.  I  think  the  Interstate  Commerce 
Commission  should  establish  a  rule  of  distribution.  Conditions  in  our 
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state  are  chaotic,  and  I  would  like  somebody  somewhere  some  time  to 
tell  me  when  the  jurisdiction  of  the  State  Commission  starts,  and  when 
the  jurisdiction  of  the  Interstate  Commerce  Commission  ceases.  I 
have  asked  everybody  in  this  building,  and  I  have  never  been  able  to' 
find  an  answer  to  that  question. 

Commissioner  AITCHISON — With  respect  to  the  distribution  of  cars 
between  railroads? 

Mr.  FUNK — Between  the  shippers. 

Commissioner  AITCHISON — I  think  there  is  a  place  where  the  State 
Commission  can  perform  a  function  better  than  the  Federal  authorities 
'can  perform  it  at  Washington. 

Mr.  FUNK — I  wish  our  honored  Commissioner  would  speak  a  little 
louder.  I  cannot  hear  what  he  says. 

Commissioner  AITCHISON — I  say,  in  the  case  of  distribution  between 
individual  shippers,  the  local  authorities  can  perform  that  function 
better  than  it  can  be  done  from  Washington. 

Now  with  respect  to  this  matter  of  the  car  rules,  I  suggest  to  the 
Commissioner  that  he  will  recall  the  history  of  some  litigation  that  has 
been  before  the  Interstate  Commerce  Commission  with  reference  to 
the  allocation  of  cars  between  grain  elevators.  If  he  will  recall  that 
I  think  he  will  observe  that  the  states  themselves  have  never  been 
able  to  agree  upon  any  rule  of  action.  As  far  as  the  Interstate  Com- 
merce Commission  is  concerned,  it  has  passed  on  that  question. 

Mr.  CLYDE  M.  REED  (of  Kansas) — Mr.  President,  I  think  perhaps 
Commissioner  Funk  has  overlooked  the  existence  of  Car  Service  Sec- 
tion No.  10,  which  continues  in  use  the  rule  adopted  by  the  Railroad 
Administration  with  respect  to  the  distribution  of  cars  as  between 
grain  shippers ;  and  because  that  question  has  come  up,  and  because 
it  is  a  very  important  question,  the  investigation  and  research  and  con- 
clusion* of  the  Kansas  courts  may  possibly  be  of  a  little  interest  here. 
As  Commissioner  Aitchison  has  stated,  that  is  a  very  difficult  question, 
and  one  that  has  caused  some  litigation. 

Our  objection  to  Car  Service  Rule  No.  10  was  in  reference  to  the 
distribution  of  cars  as  between  elevators  and  individual  shippers.  That 
rule  is  such  in  our  judgment  as  to  favor  unduly  the  elevators.  No 
farmer  wants  to  ship  his  own  grain  so  long  as  the '  facilities  of  the 
elevator  are  afforded  to  him  at  a  reasonable  price ;  but  particularly  in 
a  market  which  has  fluctuated  as  violently  as  the  grain  market  has 
fluctuated  for  some  months  past,  the  margin  between  the  price  paid 
to  the  grower  for  his  grain  and  that  received  by  the  elevator  men  on 
the  market  has  been  very,  wide.  C.  S.  10  did  not  give  the  individual 
shipper  an  opportunity  to  get  a  car  unless  he  had  his  grain  on  the 
right  of  way  or  adjacent  thereto,  and  that  practically  barred  the 
individual  shipper  from  getting  cars.  In  Kansas  we  took  C.  S.  10  and, 
after  conference  with  the  carriers  and  the  elevator  men  and  the  grain 
men,  and  the  agricultural  organizations,  modified  it  so  as  to  permit  the 
general  movement  of  grain  through  elevators  under  the  ordinary  condi- 
tions. And  ordinary  conditions,  so  far  as  the  grain  raiser  is  concerned, 
apply  principally  to  the  price  he  receives,  because,  as  I  said,  out  of 
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our  experience  in  perhaps  the  largest  grain-shipping  state  in  the 
country  we  find  that  the  individual  shipper  does  not  care  to  ship  his 
grain  himself,  except  when  the  price  taken  from  him  in  the  form  of  a 
profit  is  excessive,  or  rather  as  his  price  is  affected  by  the  profit  of  the 
elevator  man  when  it  reaches  an  undue  margin. 

If  it  will  be  of  any  benefit  to  the  gentlemen  who  deal  with  the  same 
question,  we  would  be  very  glad  to  furnish  them  with  the  rules  which 
we  have  adopted  in  Kansas  for  the  distribution  of  cars  as  between 
grain  shippers,  which  was  based  upon  C.  S.  10,  modified  by  confer- 
ence with  the  railroads  themselves  and  with  the  shippers.  We  found 
in  our  hearings  that  the  elevator  men  themselves  did  not  agree.  The 
big  elevator  men  wanted  the  cars  assigned  upon  the  basis  of  the  stor- 
ing capacity  of  the  elevator,  very  naturally.  The  little  elevator  men 
wanted  the  distribution  of  cars  on  the  basis  of  the  grain  they  could 
buy  and  ship,  for  they  could  get  just  as  many  cars  as  the  big  ones. 

But  leaving  that  subject  and  getting  back  a  moment  to  the  general 
subject,  I  think  the  paper  of  Commissioner  Aitchison  in  its  general 
handling  of  the  question  is  a  very  valuable  paper  for  this  convention ; 
and  so  if  I  digress  for  just  a  moment,  it  is  not  with  a  view  of  bringing 
into  this  conference  any  details  of  car  distribution  except  as  they  may 
bear  upon  the  general  principles  that  are  onvolved  in  this  very  im- 
portant question. 

As  some  of  you  know,  some  of  the  gentlemen  present  have  been 
down  here  this  year  before  Congress  and  before  this  Commission  upon 
the  question  of  the  car  supply ;  and  in  making  these  remarks  I  am 
not  dealing  with  the  question  from  the  viewpoint  of  Kansas  alone, 
but  of  all  the  grain-growing  states.  I  believe  firmly  in  the  efficacy  of 
the  pooling  of  freight  equipment  of  all  the  railroads,  but  the  only 
advantage  to  be  gained  thereby  is  to  bring  to  any  particular  section  the 
advantage  of  the  elasticity  of  a  general  equipment  pool  for  the  seasonal 
movement  of  its  commodities.  Cotton  has  its  seasonal  movement, 
wheat  has  its  seasonal  movement,  lumber  has  its  seasonal  movement 
and  coal  has  its  seasonal  movement.  In  fact  almost  every  commodity 
has  a  seasonal  movement.  Therefore  if  there  is  any  virtue  in  a  plan 
of  pooling  all  the  equipment,  it  is  that  at  the  beginning  of  the  season, 
when  the  movement  is  greatest,  the  supply  of  equipment  for  the  move- 
ment of  these  commodities  out  of  a  particular  section  shall  be  larger 
than  the  supply  of  equipment  there  would  normally  be.  When  you  get 
to  this  point  it  must  be  recognized  that  the  railroads  of  the  United 
States  have  operated  under  more  difficulty  in  the  last  twelve  months 
than  in  any  similar  period  with  which  I  am  familiar.  If  you  start  a 
year  ago,  there  was  a  coal  strike  beginning  the  first  of  November,  1919, 
which  lasted  up  into  the  middle  of  December;  and  before  they  recov- 
ered from  that  there  was  a  period  of  storms'  on  the  Atlantic  seaboard 
that  caused  great  congestion.  The  congestion  in  the  flow  of  traffic  east- 
ward of  course  blocked  terminals  opening  the  gateway  into  New 
England  and  the  Atlantic  coast.  Then  the  storms,  came  on  and  held 
them  up  for  a  while,  and  about  the  time  they  recovered  from  that, 
they  had  a  switchmen's  strike.  So  I  approach  this  phase  of  the  sub- 
ject with  a  realization  of  the  difficulties  in  railroad  operation.  But  the 
fact  remains  that  at  no  time  this  year  have  the  grain  states  had  100 
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per  cent,  of  the  equipment  which  belonged  to  their  railroads.  There- 
fore I  say  that  unless  these  grain  states,  at  the  approach  of  their 
seasonal  movement,  can  have  not  only  their  normal  supply  of  cars,  but 
the  addition  to  their  normal  supply  which  the  pooling  ought  to  give 
them,  with  due  consideration  to  the  volume  of  traffic  to  be  moved, 
then  with  your  pooling  of  equipment,  whether  under  the  law  or  by 
an  informal  arrangement,  you  fail ;  because,  I  repeat,  the  advantage  of 
pooling  your  equipment  lies  only  absolutely  in  the  ability  to  give  a 
section  of  the  country  a  supply  of  cars  in  excess  of  the  normal  supply 
at  the  time  of  the  season  of  greatest  traffic  in  that  section.  Now  in  the 
grain  states  the  season  of  greatest  traffic  is  manifestly  the  period 
beginning  with  the  maturing  of  the  crop  which  must  be  moved.  The 
wheat  crop  is  probably  the  largest  grain  crop  requiring  considerable 
transportation.  In  the  number  of  bushels  it  does  not  equal  the  corn 
crop,  of  course,  but  corn  is  moved  shorter  distances.  It  is  fed  at  home 
and  moves  in  the  shape  of  beef  and  pork,  so  that,  so  far  as  the  trans- 
portation of  grain  is  concerned,  probably  the  wheat  crop  should  be 
regarded  as  the  leading  staple  crop,  as  it  is  the  leading  food  supply 
in  the  world. 

That  crop  begins  to  move  in  the  winter  wheat  section  along  the  last 
days  of  June.  In  Kansas  it  is  in  full  movement  by  the  10th  of  July. 
As  you  go  into  Nebraska  and  about  up  to  the  Platte  River,  which  marks 
the  boundary  between  winter  and  spring  wheat,  it  is  a  few  days  later. 
In  Minnesota  and  the  Dakotas  your  spring  wheat  commences  along 
about  the  20th  of  August.  Now  manifestly  at  the  beginning  of  the 
grain-moving  season,  which  may  be  termed  the  first  days  of  July,  the 
supply  of  cars  in  that  section  should  be  above  the  normal.  I  am  giving 
these  figures  approximately,  because  unfortunately  I  left  at  the  hotel 
the  notes  which  I  made,  but  I  went  over  the  statements  of  the  number 
of  cars  very  carefully,  and  according  to  my  recollection,  at  no  time 
this  year,  in  the  face  of  the  greatest  grain  crop  that  has  ever  been  pro- 
duced, have  the  carriers  in  the  Northwestern  region,  in  the  Central 
Western  region,  or  in  the  Southwestern  region  had  100  per  cent,  of 
their  equipment.  Therefore  unless  this  power  can  be  so  handled  by 
the  Interstate  Commerce  Commission,  in  connection  with  its  administra- 
tive agencies  and  with  the  American  Railway  Association,  as  to  give 
the  grain  states  in  their  days  of  need  not  only  a  normal  supply  of 
equipment,  but  a  supply  of  equipment  sufficiently  above  normal  to 
comply  with  the  philosophy  of  this  law,  then  the  law  and  the  policy 
fail ;  and  the  grain  states  have  suffered  very  severely  this  year,  either 
because  of  the  failure  of  the  administrative  bodies  to  grasp  the  needs 
of  that  section,  or  because  of  their  inability  to  meet  the  needs  of  that 
section ;  and  any  successful  administration  of  this  policy  must  take 
these  things  into  consideration.  The  movement  of  wheat  out  of  Kansas 
this  year  in  July  and  August  was  approximately  7,000  carloads  less 
than  last  year,  in  the  face  of  a  larger  wheat  supply  left  over  from  last 
year,  because  of  the  inability  of  the  carriers  to  move  it;  not  because 
of  the  desire  of  the  farmers  to  hold  their  last  year's  crop  for  a  higher 
price,  but  because  the  railroads  could  not  move  that  wheat  out  of 
Kansas.  I  think  my  friends  from  Nebraska  and  the  Dakotas  and 
Minnesota  will  agree  with  me  in  that  statement.  If  I  am  wrong  about 
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that  I  shall  be  glad  to  be  corrected.  I  think  we  were  in  somewhat  the 
same  shape.  Now  that  has  financially  a  very  serious  effect,  which  we 
State  Commissioners  feel  much  more  quickly  and  much  more  acutely 
than  a  body  so  far  removed  from  the  local  situation  as  the  Interstate 
Commerce  Commission.  This  is  the  effect  of  the  lack  of  cars :  The 
Canadian  wheat  crop  this  year  was  about  double  the  crop  of  last  year, 
and  when  the  Canadian  wheat  crop  commenced  to  move  into  the 
United  States,  for  some  reason  they  were  able  to  get  an  ample  supply 
of  cars  from  Canada-,  and  the  wheat  receipts  at  Winnipeg  during  the 
period  from  the  beginning  of  their  crop  movement  until  the  present 
time  has  been  so  far  out  of  proportion  to  the  wheat  movement  out  of 
the  wheat  growing  states  in  this  country  as  to  cause  a  good  deal  of 
wonder  as  to  why  that  should  be  the  case  that  Canada  should  be  able 
to  move  its  crop  of  wheat  into  the  United  States  when  we  could  not 
move  our  own  crop.  But  the  effect  of  the  movement  of  the  Canadian 
crop  into  this  country  has  been  to  break  the  wheat  market.  I  do  not 
want  to  get  into  a  discussion  of  all  the  factors  which  affect  the  price 
of  wheat,  but  that  is  one  of  the  principal  factors.  The  result  has  been 
that  the  wheat  in  the  United  States  which  did  not  move  in  July  and 
August  is  selling  at  a  price  approximately  60  cents  a  bushel  less  than 
it  would  have  sold  at  had  it  moved  in  those  months  when  it  was 
normally  due  to  move.  The  loss  on  that  wheat  which  should  have 
moved  out  of  Kansas  in  July  and  August,  as  compared  with  last  year, 
amounts  to  more  than  $5,000,000  to  our  grain  growers. 

It  has  been  said  frequently — of  course  by  no  one  in  authority,  how- 
ever— that  there  would  be  plenty  of  cars  after  the  roads  went  back  to 
their  owners,  or  after  the  rates  were  raised.  Personally  I  do  not  share 
that  view  at  all.  Personally  I  do  not  think  that  had  anything  whatever 
to  do  with  the  car  supply ;  but  in  the  grain-growing  states  that  is  a 
statement  that  is  frequently  made  and  repeated,  and  of  course  the 
psychological  situation  which  we  face  now  in  those  states  is  that  with 
higher  freight  rates  and  lower  prices  we  have  got  a  car  surplus  possibly, 
as  against  a  car  shortage  in  the  days  of  lower  freight  rates  and  higher 
prices,  and  it  is  pretty  hard  to  convince  the  grain  grower  that  that  is  all 
the  result  of  circumstances  and  not  of  design ;  although  I  again  say, 
lest  there  might  be  any  misunderstanding,  that  so  far  as  the  Kansas 
court  is  concerned,  we  have  repeatedly  denied  it,  and  done  all  we  could 
to  stop  the  spread  of  that  sort  of  propaganda. 

I  do  not  know  that  there  is  anything  further  that  I  can  offer  on  this 
subject  that  would  illuminate  it.  I  want  to  reiterate  in  a  phrase  the 
view  which  we  take  of  the  policy  of  pooling*  equipment.  It  is  a  desir- 
able policy  if  it  can  and  will  be  carried  out  with  due  regard  to  the 
needs  of  every  section,  not  giving  one  section  a  preference  over  an- 
other, except  that  the  heart  of  the  whole  question  lies  in  giving  each 
section  as  it  approaches  its  seasonal  movement  of  its  principal  com- 
modity a  supply  of  cars  not  only  normal  but  in  excess  of  normal ; 
because  if  we  fail  in  that  there  is  no  virtue  in  the  national  policy. 

Mr.  CHARLES  WEBSTER  of  Iowa — While  we  are  all  sorry  to  lose  our 
friend  Mr.  Funk  as  a  Commissioner,  I  am  sure  we  are  all  glad  to  know 
that  he  has  been  elected  to  Congress,  and  that  he  will  be  a  member  of 
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the  next  House  of  Representatives ;  and  I  hope  that  the  next  Congress 
will  so  amend  this  much  discussed  bill  that  we  will  know  whether  our 
authority  is  curtailed  so  that  nothing  is  left  of  it  but  the  inspection  of 
an  occasional  farm  crossing,  and  possibly  the  diagnosing  of  a  smell 
in  a  stock  yard  somewhere.  (Laughter.)  I  am  sure  that  there  will 
be  an  effort  made  to  meet  the  situation  and  to  amend  the  law  so  that 
our  position  will  be  definitely  stated.  You  know  the  Traffic  World  has 
stated  that  we  are  narrow  between  the  eyes,  that  we  are  radical,  that 
we  are  a  nuisance,  that  we  are  selfish,  and  that  we  ought  to  be  exter- 
minated. If  that  is  the  case,  there  will  not  be  any  occasion  for  further 
discussion. 

Mr.  FRANK  MILHOLLAN  of  North  Dakota — I  do  not  think  there  is  a 
subject  that  comes  before  this  Convention  that  is  of  more  importance 
than  the  so-called  car  shortage  problem.  The  reason  why  there  has 
not  been  more  trouble  in  my  state  is  due  to  the  fact  that  the  grain  has 
been  held  and  even  to-day  is  being  held  in  the  shock.  To-night  there 
will  be  a  meeting  of  the  Commissioners  of  the  hard  wheat  states  to 
discuss  the  car  shortage  question.  I  want  to  inquire  if  it  is  possible  for 
the  Commissioners  to  receive  copies  of  Commissioner  Aitchison's  ad- 
dress before  we  leave  this  convention.  I  am  sure  it  would  be  of  im- 
portance to  us  to  have  copies. 

Commissioner  AITCHISON  of  the  Interstate  Commerce  Commission — 
Mimeographed  copies  have  been  made.  May  I  say  that  I  am  not  aware 
of  any  action  taken  by  a  Federal  authority  with  respect  to  the  move- 
ment of  grain  cars  which  would  have  prevented  the  Illinois  Commission 
or  the  Iowa  Commission  from  using  to  the  utmost  any  power  with 
respect  to  the  distribution  of  cars  for  the  handling  of  grain  within  their 
states  which  they  have  at  any  time  possessed. 

Mr.  FUNK — What  states  ? 

Commissioner  AITCHISON — I  am  speaking  about  the  states  which 
are  insisting  on  maintaining  within  their  own  borders  an  excess  amount 
of  open  top  equipment,  while  at  the  same  time  demanding  that  we  move 
in  solid  trainsloads  closed  top  cars  for  the  movement  of  grain. 

Mr.  FUNK — That  is  not  a  reply  to  my  inquiry  whether  we  have  any 
jurisdiction  over  the  movement  of  cars.  That  is  a  fair  question.  If 
you  care  to  answer  it,  I  should  like  to  have  you  answer. 

Commissioner  AITCHISON — Of  course  you  remember  the  decision  of 
the  Commission  in  the  Nebraska  case  ? 

Mr.  FUNK — Yes,  sir. 

Commissioner  AITCHISON — That  answers  the  question. 

Mr.  FUNK — That  provides  for  specific  distribution. 

Commissioner  AITCHISON — Yes. 

Mr.  FUNK — Then  why  this  invitation  to  co-operation,  and  the  sug- 
gestion that  the  local  commissions  should  take  upon  themselves  the 
matter  of  distribution?  Either  we  have  the  authority  or  we  do  not 
have  it. 

Commissioner  AITCHISON— A  general  rule  is  one  thing.  The  ad- 
ministration of  it  in  its  various  details  is  another  thing. 
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Mr.  FUNK — That  does  not  answer  my  question. 

Commissioner  AITCHISON — I  am  trying  to  answer  it.  I  want  to  be 
perfectly  candid  with  you,  but  I  say  a  general  rule  has  been  laid  down 
by  the  Commission  with  respect  to  how  cars  shall  be  distributed,  in 
order  to  avoid  any  unjust  discrimination  against  interstate  commerce, 
and  I  assume  it  is  the  duty  of  the  states  to  follow  that  rule.  But  with 
respect  to  the  distribution  between  individuals  in  intrastate  commerce, 
where  there  is  no  such  conflict,  cases  in  which  the  Commission  has  not 
in  any  wise  acted,  that  is  a  different  proposition,  and  I  said  that  the 
state  commissions  could  exercise  any  authority  which  they  have  at 
any  time  possessed  with  reference  to  the  handling  of  those  cars. 

Mr.  FUNK — I  submit  that  that  is  hardly  a  complete  statement  of  the 
facts.  If  I  understand  you,  you  say  the  Commission  has  laid  down  a 
rule  as  to  distribution  between  shippers  in  interstate  commerce,  but 
that  it  has  not  entered  the  field  or  assumed  control  or  authority  in 
laying  down  a  rule  for  intrastate  shipments.  I  submit  that  it  would  be 
a  physical  impossibility  for  any  one  to  determine  whether  a  car  which 
is  loaded  will  enter  on  an  interstate  movement  or  an  intrastate  move- 
ment. Now  the  authority  must  be  whole  and  complete  at  the  station, 
either  from  the  Interstate  Commerce  Commission  or  from  the  state 
commission,  and  I  would  like  to  know,  and  if  you  will  permit  it,  I 
would  like  an  answer  to  this  question :  Does  the  Interstate  Commerce 
Commission  assume  to  provide  the  rules  for  distribution  of  cars  at 
stations  as  between  shippers  or  not? 

Commissioner  AITCHISON — What  the  Commission  has  done  is  wholly 
a  matter  of  record,  and  what  I  might  say  would  neither  enlarge  nor 
diminish  what  it  has  done  with  respect  to  the  Nebraska  case.  And  I 
may  say  that  in  that  case  we  would  have  been  very  much  benefited  if 
we  could  have  had  the  united  advice  of  our  brethren  of  the  states. 

Mr.  TAYLOR,  of  Nebraska — What  was  your  last  statement? 

Commissioner  AITCHISON — I  said  we  would  have  been  very  much 
benefited  in  that  case  if  we  had  had  the  united  judgment  of  our  brethren 
in  the  states  about  what  ought  to  .have  been  done  about  it ;  but  there 
crept  out  some  differences  of  opinion  on  the  part  of  the  state  commis- 
sions as  to  what  that  rule  ought  to  be. 

Mr.  REED  of  Kansas — You  are  familiar  with  C.  S.  10,  are  you  not? 

Commissioner  AITCHISON — No ;  I  cannot  say  that  I  am. 

Mr.  REED  of  Kansas — That  is  the  rule  that  covers  distribution  be- 
tween shippers. 

Commissioner  AITCHISON — Very  well. 

Mr.  REED  of  Kansas — Do  you  believe  it  is  practicable  to  use  one 
rule  for  the  loading  of  interstate  traffic  and  another  rule  for  the  loading 
of  intrastate  traffic  as  between  shippers  at  the  same  point? 

Commissioner  AITCHISON — Probably  not. 

Mr.  REED  of  Kansas — Is  it  not  the  intention  of  the  Interstate  Com- 
merce Commission  to  insist  on  the  rule  which  it  has  laid  down  for  the 
distribution  of  cars  between  shippers,  as  against  the  rules  which  the 
state  commissions  may  adopt  ? 

Commissioner  AITCHISON — Which  rule? 
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Mr.  REED  of  Kansas — C.  S.  10. 

Commissioner  AITCHISON — The  Interstate  Commerce  Commission 
did  not  lay  down  C.  S.  10. 

Mr.  REED  of  Kansas — It  is  quoted  to  us  by  the  railroads  as  having 
the  authority  of  the  Interstate  Commerce  Commission. 

Commissioner  AITCHISON — It  may  be  based  upon  one  of  our 
decisions. 

Mr.  REED  of  Kansas — The  Chairman  of  the  Car  Service  Division  is 
here.  Perhaps  he  can  elucidate  the  subject. 

President  SHAW — Under  the  program  laid  down  by  the  Executive 
Committee  the  hour  has  arrived  for  the  election  of  officers.  This 
subject  with  which  we  are  dealing  is  a  most  important  one.  Perhaps 
it  might  be  better  to  postpone  the  discussion  of  it  until  to-morrow 
morning,  this  afternoon  being  given  up  to  a  round  table  talk.  How- 
ever, I  will  abide  by  the  wishes  of  the  convention. 

Mr.  REED  of  Kansas — As  far  as  I  am  concerned  that  will  be  entirely 
Agreeable  to  me.  This  is  a  very  important  subject,  and  as  we  get  into 
the  various  ramifications  of  it,  it  is  likely  to  bring  out  some  discussion 
which  I  think  will  be  very  profitable.  There  is  no  point  so  important 
to  us  in  Kansas  as  this. 

President  SHAW — May  I  suggest,  in  reference  to  the  motion  of  Mr. 
Reed  of  Kansas,  that  Commissioner  Aitchison's  address  was  not  in  the 
form  of  a  report.  He  kindly  consented  to  address  this  assembly  upon 
the  car  situation,  and  I  think  more  properly  the  motion  should  be  that 
the  address  be  printed  in  the  proceedings. 

Mr.  REED  of  Kansas — I  will  change  my  motion  according  to  your 
suggestion,  and  will  also  move  to  make  this  the  special  order  for 
to-morrow  morning  at  10  o'clock. 

President  SHAW — The  motion  is  that  Commissioner  Aitchison's 
address  be  printed  in  the  proceedings  of  the  convention,  and  that  this 
be  made  the  special  order  for  10  o'clock  to-morrow. 

Mr.  WEED  of  Massachusetts — Is  there  not  another  special  order  for 
10  o'clock  tomorrow? 

President  SHAW — Perhaps  we  can  dispose  of  that  at  that  time. 

Mr.  WEED  of  Massachusetts — My  recollection  is  that  there  is  a 
special  order  for  10  o'clock.  Possibly  this  might  follow  that,  or  we 
might  set  it  specifically  for  11  o'clock. 

President  SHAW — Perhaps  you  had  better  make  it  11  o'clock. 

Mr.  REED  of  Kansas — I  will  change  my  motion  and  make  it  11 
o'clock. 

The  motion  of  Mr.  Reed  of  Kansas  was  agreed  to. 

ELECTION  OF  OFFICERS. 

President  SHAW — The  time  has  arrived,  under  the  program  of  the 
Executive  Committee,  for  the  election  of  officers  of  this  Association 
for  the  ensuing  year.  We  have  to  elect  a  president,  first  and  second 
vice  presidents,  secretary  and  assistant.  What  is  your  pleasure,  gentle- 
men? 
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Mr.  R.  HUDSON  BURR  of  Florida — Mr.  President  and  gentlemen  of 
the  Convention,  I  beg  your  indulgence  for  a  few  moments.  I  have  been 
a  member  of  this  Association  for  more  than  eighteen  years,  and  I  take 
great  pride  in  my  membership  in  this  Association.  I  am  proud  to  have 
been  associated  with  and  to  be  associated  with  men  of  the  high  order 
who  have  always  composed  the  membership  of  this  Association.  It 
makes  me  sad  to  look  over  the  room  today  and  see  so  few  who  were 
here  when  I  first  attended  a  meeting  of  this  Association.  In  fact  I  see 
no  one,  except  one  or  two  members  of  the  Interstate  Commerce  Com- 
mission, who  were  then  State  Commissioners,  and  one  gentleman  at 
my  left,  now  only  an  honorary  member,  Mr.  Decker  of  New  York. 
I  regret,  too,  that  during  that  time  many  of  them  have  passed  away. 

But  I  do  not  forget  that  I  had  in  mind  to  place  in  nomination  a 
gentleman  for  President  of  this  Association.  I  am  going  to  name  a 
man  from  Dixie.  Henry  Grady  called  it  the  new  South.  I  am  proud 
of  the  new  South.  I  am  proud  that  I  have  lived  to  see  the  upbuilding 
of  the  new  South ;  but  I  was  born  long  enough  ago  to  have  a  deep-seated 
love  and  reverence  in  my  heart  for  the  traditions  of  the  old  South. 
I  am  proud  that  I  have  lived  long  enough  to  see  the  sons  of  the  old 
South  volunteer  with  the  sons  of  the  North  under  the  leadership  of 
General  Joe  Wheeler  and  Colonel  Theodore  Roosevelt  to  fight  for  the 
freedom  of  the  Spanish  Republic.  (Applause.)  I  am  proud  also  that 
I  have  lived  to  see  our  boys  of  the  new  South  join  with  the  boys  of  the 
North  and  of  the  East  and  of  the  West  and  go  to  France  and  there 
turn  a  losing  fight  into  a  glorious  victory.  (Applause.)  Many  of 
them  lie  upon  the  battle  fields  of  France  where  they  fell  shoulder  to 
shoulder.  Many  of  them  fill  watery  graves.  I  am  proud  that  I  have 
lived  to  see  the  men  of  the  States  presenting  a  solid  front  for  the 
preservation  of  those  rights  that  were  so  dear  to  the  sons  of  the  old 
South  and  that  are  dear  to  the  sons  of  the  new  South. 

Gentlemen  of  the  Convention,  I  am  going  to  present  for  your  con- 
sideration a  man  of  the  new  South  who  is  a  son  of  the  old  South,  our 
beloved  associate,  Mr.  James  A.  Perry  of  Georgia.  (Applause.) 

Mr.  ALEXANDER  FORWARD  of  Virginia — Mr.  President,  it  gives  me 
much  pleasure  to  second  the  nomination  of  Mr.  Perry  of  Georgia. 

Mr.  JAMES  CANSLER  of  South  Carolina — Mr.  President,  the  neigh- 
boring State  of  South  Carolina  seconds  the  nomination  of  Mr.  Perry. 

President  SHAW — Are  there  any  further  nominations? 

Mr.  BURR — If  there  are  no  further  nominations  I  move  that  the 
Secretary  cast  the  unanimous  ballot  of  the  Association  for  Mr.  Perry. 

Mr.  A.  L.  FREEHAFER  of  Idaho — I  second  that  motion. 

The  motion  was  unanimously  agreed  to,  and  the  Secretary  cast  the 
ballot  of  the  Association  for  Mr.  Perry  for  President. 

President  SHAW — The  next  nomination  is  for  first  vice  president. 

Mr.  FRANK  H.  FUNK  of  Illinois — Mr.  President  and  gentlemen, 
this  is  the  seventh  convention  I  have  attended  as  a  commissioner. 
It  has  been  a  great  privilege.  I  have  come  in  contact  with  many  men, 
and  without  any  disparagement  of  any  one  of  those  whom  I  have  met 
and  with  whom  I  have  been  associated  I  want  to  name  a  man  who  I 
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think  is  the  equal  of  any  who  ever  belonged  to  this  Association  in  my 
time. 

We  all  look  upon  the  Wisconsin  Commission  as  being  one  of  the 
leading  and  most  substantial  commissions  of  the  country.  That  com- 
mission has  had  a  long  line  of  able  commissioners,  men  who  took  the 
lead  in  utility  regulation,  and  whose  opinions  and  judgment  have  been 
respected  and  followed.  The  present  President  of  the  Wisconsin  Rail- 
road Commission  bears  out  all  the  traditions  of  that  Commission.  It 
has  been  my  privilege  to  be  associated  with  him  on  a  number  of  impor- 
tant committees  of  this  Association,  among  them  the  War  Committee 
which  the  Association  established  during  the  war,  and  which  met  a 
number  of  times  in  Washington  and  considered  some  very  important 
matters.  Mr.  Jackson  is  now  Chairman  of  the  State  and  Federal 
Legislation  Committee.  That  Committee  has  met  in  Washington  a 
number  of  times,  particularly  during  the  consideration  of  the  Trans- 
portation Act  of  1920.  He  acted  as  our  spokesman  before  the  Senate 
Committee  on  Interstate  Commerce,  and  before  the  House  Committee 
on  Interstate  and  Foreign  Commerce.  He  presented  our  views  in  a 
very  able  way.  I  know  of  no  one  who  has  more  deeply  at  heart  the 
success  of  this  Association  than  Mr.  Jackson  has,  and  I  take  great 
pleasure  in  nominating  Mr.  Carl  D.  Jackson,  President  of  the  Wis- 
consin Railroad  Commission,  as  a  candidate  for  first  vice  president  of 
this  Association.  (Applause.) 

Mr.  WILLIAM  M.  SMITH  of  Michigan — Mr.  President,  the  Michigan 
Commission  in  its  present  form  has  been  in  existence  such  a  short 
time  that  we  feel  rather  modest  about  taking  any  great  part  in  any  of 
the  proceedings  of  this  Convention,  but  we  have  attended  two  of  the 
sessions,  and  have  known  something  of  the  work  of  Mr.  Jackson,  our 
neighbor  on  the  west.  Michigan  takes  great  pleasure  in  seconding  the 
nomination  of  Mr.  Carl  D.  Jackson. 

Mr.  BURR — Mr.  President,  I  knew  this  man  Carl  Jackson  when  he 
Was  a  barefooted  boy  paddling  around  in  one  of  the  towns  of  Florida 
for  awhile,  and  I  think  he  planted  there  some  germs  of  republicanism, 
because  in  the  recent  election  that  town  went  republican.  (Laughter.) 
In  honor  of  his  former  residence  in  Florida  I  desire  to  second  his 
nomination. 

President  SHAW — Are  there  any  further  nominations  for  first  vice 
president  ? 

Mr.  CLYDE  M.  REED  of  Kansas — I  move  that  the  nominations  be 
closed  and  that  the  Secretary  cast  the  ballot  of  the  convention  for  Carl 
D.  Jackson  for  first  vice  president. 

The  motion  was  seconded  and  unanimously  agreed  to  and  the  Secre- 
tary cast  the  ballot  of  the  Convention  for  Mr.  Jackson. 

President  SHAW — I  know  that  we  all  desire  to  hear  from  President- 
elect Perry.  (Applause.) 

Mr.  JAMES  A.  PERRY — Mr.  President  and  gentlemen  of  the  Asso- 
ciation, I  appreciate  highly  the  honor  you  have  just  conferred  upon 
me,  fully  conscious  of  the  manifold  duties  and  responsibilities  of  the 
position  of  President  of  this  Association. 
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A  year  ago  when  this  Association  was  in  convention  in  Indianapolis 
a  good  deal  was  said  about  our  future  jurisdiction,  particularly  with 
reference  to  the  right  of  state  commissions  to  function  further  as 
rate-making  bodies.  A  great  deal  was  said  and  considerable  thought 
was  given  as  to  what  this  Association  should  do,  and  what  it  did  do, 
in  its  attitude  towards  the  railroads  of  the  country  and  the  owners 
of  their  securities,  as  to  the  position  that  we  occupied  and  would  con- 
tinue to  occupy  in  so  far  as  exercising  such  jurisdiction  as  we  might 
have  toward  what  would  best  serve  the  interests  of  the  railroads  and 
of  the  country  as  a  whole.  There  was  pending  at  that  time  legisla- 
tion which  has  since  been  shaped  into  law ;  and,  as  is  usual,  when  a 
revolutionary  measure  like  the  Esch-Cummins  bill  makes  many  new 
departures,  as  it  does  in  the  regulation  of  the  railroads  of  the  country, 
it  is  expected  that  at  the  first  there  will  be  doubt  as  to  various  pro- 
visions of  the  Act.  So,  as  has  been  stated  since  we  convened  here 
yesterday,  there  have  been  many  who  believe  that  the  question  of 
the  very  existence  of  state  regulation  is  on  trial.  For  myself,  I  think 
it  is  very  unfortunate  that  so  great  an  interest  as  is  represented  in  the 
railroad  industry  of  our  country  tends  to  have  the  feeling  that  it  will 
be  better  for  them — ascribing  nothing  to  them  but  sincerity,  "as  well 
as  looking  to  the  interest  of  the  country  as  a  whole — that  it  will  be 
better  if  added  authority  is  given  to  the  Federal  Commission;  or,  to 
state  it  differently,  if  centralized  control  of  the  railroads  is  vested 
in  the  Interstate  Commerce  Commission,  or  such  other  regulatory 
board  as  may  come  into  existence  at  Washington.  I  hope  I  shall  not 
be  criticised  as  viewing  the  question  from  any  personal  standpoint 
when  I  say  that  I  sincerely  believe  it  is  not  for  the  best  interests  of  the 
railroads  of  the  country  that  such  a  view  be  adhered  to  .by  them. 
I  do  not  know  what  has  been  the  experience  of  other  states  for  the 
past  twenty-five  years,  but  I  presume  it  has  been  quite  similar  to  the 
experience  of  Georgia.  Some  thirty  years  ago  it  was  common  knowl- 
edge that  the  railroads  doing  business  in  Georgia  exercised  themselves 
to  perhaps  too  great  an  extent  in  the  political  affairs  of  our  state. 
It  was  often  charged,  and  I  suppose  truly,  that  they  not  only  voted 
but  contributed  in  a  financial  way  to  the  success  of  different  adminis- 
trations. The  people  grew  tired  of  that.  They  did  not  think  it  was 
one  of  their  provinces  to  regulate  the  political  affairs  of  our  state.  The 
railroads  continued,  however,  to  pursue  that  unfortunate  conviction 
that  it  was  to  their  interest  to  do  that.  The  people  continued  to 
complain,  and  as  time  passed  on  they  began  to  remonstrate,  and  to 
take  counsel  with  one  another  as  to  how  they  would  bring  that  to  an 
end.  Finally  they  got  together  and  put  a  stop  to  it.  It  is  often  the 
case  that  an  aroused  public  goes  to  the  other  extreme.  I  think  I  can 
say  truthfully,  however,  that  Georgia  did  not  take  that  step;  but 
when  political  control,  or  partial  political  control,  was  wrested  from 
the  railroads,  the  membership  of  the  Georgia  Commission  was  in- 
creased, with  added  jurisdiction,  looking  to  the  regulation  of  the 
railroads.  That  was  about  thirteen  years  ago.  Some  four  or  five 
years  after  that,  after  I  had  become  a  member  of  the  Georgia  Com- 
mission, officials  high  in  authority  in  the  railroads  doing*  business  in 
Georgia  asked  for  a  conference  with  the  Georgia  Commission.  The 
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Presidents  of  some  of  the  trunk  lines  of  the  country  and  others  high 
in  authority  came  there.  I  did  not  know  the  object  of  their  request 
for  a  conference,  and  so  far  as  I  am  aware  none  of  my  associates 
did.  They  said  that  perhaps  they  had  made  mistakes  in  the  past,  one 
of  which  was  that  they  assumed,  after  the  great  political  revolution 
in  our  state  in  1906,  that  the  added  jurisdiction  and  increased  number 
of  the  Commission  was  intended  as  a  brick  bat  for  their  heads.  I  use 
the  words  which  were  used  by  one  of  them.  But  he  said :  "  We  have 
come  to  an  entirely  different  conclusion.  We  have  observed  since 
this  Commission  began  work  under  its  amended  Act  that  the  people 
in  Georgia  have  an  entirely  different  feeling  toward  our  interests  and 
our  property  and  our  welfare.  We  find  that  the  people  of  Georgia 
believe  that  they  have  an  impartial  board,  a  commission  to  represent 
our  interest  as  well  as  those  of  the  public,  and  that  an  entirely  different 
relation  exists  between  the  railroads  of  Georgia  and  the  people  of 
your  state.  So  we  want  simply  to  say  to  you  gentlemen  that  we  are 
here  to  carry  on  our  business  and  nothing  more.  All  we  ask  is  a  fair 
deal,  and  we  bring  our  cases  to  your  Board  now  with  that  same  degree 
of  confidence  that  an  intelligent  and  impartial  consideration  will  be 
given  to  our  complaint,  as  we  carry  our  cases  to  the  Supreme  Court  of 
your  state:" 

We  took  those  gentlemen  at  their  word,  and  we  got  along  all  right. 
We  had  no  trouble.  Very  few  cases  were  appealed,  and  without  ex- 
ception those  that  were  appealed  were  affirmed  by  the  Supreme  Court 
of  our  state.  When  they  were  not  satisfied  there,  they  came  to  Wash- 
ington, and  the  Supreme  Court  of  the  United  States  affirmed  the  one 
case  that  has  been  brought  here  since  I  have  been  on  the  Commission. 

In  reply  to  the  statement  of  those  gentlemen  on  that  occasion  I 
related  some  of  my  own  experiences  in  the  few  years  prior  to  that 
time,  in  the  treatment  of  the  railroads  by  the  people.  I  related  this 
instance.  It  was  true  that  in  a  great  many  counties  in  Georgia  at  one 
time,  perhaps,  jurors  were  not  as  considerate  of  the  facts  adduced  on 
a  trial  in  a  damage  case  against  a  railroad  as  they  might  have  been. 
I  will  not  stop  to  discuss  why  that  was.  A  man  was  killed  at  a  grade 
crossing,  and  in  such  cases,  the  presumption  of  negligence  arising,  it 
is  simply  a  question  of  what  you  can  prove  in  the  way  of  damage.  In 
this  particular  case  I  think  about  $2,500  damage  was  actually  proven. 
The  jury  went  out  and,  after  ten  or  fifteen  minutes'  deliberation, 
returned  with  a  verdict  of  $12,000.  The  case  went  to  the  Supreme 
Court  and  was  settled  for  about  half  the  amount  of  the  verdict.  Not 
a  great  while  after  that  in  the  same  county  two  cases  were  on  trial 
against  a  different  railroad  from  the  one  I  have  just  referred  to.  The 
two  cases  were  consolidated  and  tried  as  one.  Unfortunately  in  strik- 
ing the  jury  a  tenant  of  the  plaintiff  was  left  on  the  jury.  The  law- 
yers laughed  at  the  counsel  for  the  railroad  company  for  the  mistake 
he  had  made  in  leaving  on  the  jury  the  tenant  of  the  plaintiff.  The 
plaintiff  was  suing  for  considerable  damages,  and  it  wa-s  the  common 
belief  among  those  who  knew  the  facts  that  a  verdict  would  be  re- 
turned for  the  plaintiff.  I  left  the  courthouse  while  the  jury  were  out, 
and  later  coming  across  the  courthouse  square  I  met  this  tenant  juror. 
I  wanted  to  know  what  the  amount  of  the  verdict  was.  Like  everybody 
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else  I  expected  a  verdict  for  the  plaintiff,  because  of  the  usual  results 
in  cases  prior  to  that  time.  So  I  asked  him  about  it  and  he  said: 
"  You  know  I  have  just  gone  through  an  experience."  Calling  the 
plaintiff  in  the  case  by  name  he  said,  "  I  certainly  thought  he  or  his 
lawyer  would  have  stricken  me  from  that  jury.  He  knows  that  I 
know  all  the  facts  in  that  case."  Well,  I  was  waiting  for  a  chance 
to  ask  him  what  the  result  was,  and  finally  I  did  ask  him,  and  he  said : 
"  Why,  of  course  we  returned  a  verdict  for  the  defendant  in  both 
cases."  In  other  words,  as  I  said  to  these  railroad  executives  on  that 
occasion,  whenever  the  railroads  fail  to  recognize  the  community  of 
interest  between  the  railroads  and  the  public,  the  result  is  always 
unfortunate. 

The  railroads  of  this  country  will  never  function  so  well  and  will 
never  profit  as  they  should  unless  state  regulation  remains  untram- 
meled,  especially  in  so  far  as  rate-making  is  concerned.  No  state 
commission  has  ever  complained,  so  far  as  I  know,  if  they  understood 
the  facts  of  the  case,  as  to  the  principles  enunciated  in  the  Shreveport 
and  other  similar  cases.  If  the  people  of  this  country  know  the  facts 
they  are  willing  to  do  the  right  thing  and  they  will  do  it.  I  believe 
I  can  see  the  railroad  side  of  this  case;  and  if  I  owned  a  railroad  or 
had  any  interest  in  one  today  I  would  be  exactly  on  the  opposite  side 
to  the  position  of  the  railroad  in  construing  the  Transportation  Act  as 
they  are  insisting  upon  it  before  the  Interstate  Commerce  Commission 
today,  because  I  tell  you  the  people  in  this  country  are  going  to  insist  on 
what  they  believe  to  be  the  fair  and  square  and  reasonable  thing  and 
they  are  going  to  have  it.  If  rate-making  as  the  state  commissions 
have  enjoyed  the  jurisdiction  heretofore  is  going  to  be  abrogated,  I 
can  only  reach  a  conclusion  based  on  what  the  people  have  always  done, 
irrespective  of  the  present  litigation  before  the  Interstate  Commerce 
Commission,  that  in  the  end  the  people,  through  their  Federal  Congress, 
are  going  to  restore  whatever  rights  may  be  taken  from  the  states  at 
this  time.  (Applause.)  Take  our  Commission.  There  are  many 
others  in  the  same  muddle  in  which  Georgia  finds  herself  today,  if  you 
will  pardon  that  slang  expression.  We  have  about  thirty-one  basing 
points  or  preferential  points  in  Georgia  as  against  3,100  cities  and 
villages  in  our  state,  suffering  because  of  this  basing  point  system. 
Of  course  when  the  recent  increase  by  the  Intereste  Commerce  Com- 
mission was  allowed,  and  followed  by  Georgia  with  slight  exceptions, 
it  only  perpetuated  and  enlarged  those  inequalities  and  those  discrimi- 
nations, because  as  you  go  up,  the  difference  in  the  percentage  becomes 
more  important.  I  wonder,  if  the  right  to  make  rates  in  Georgia  is 
to  be  abridged  at  this  time,  how  long  before  the  Interstate  Commerce 
Commission  under  the  Transportation  Act,  if  its  provisions  are  con- 
strued and  become  of  force  as  the  railroads  are  insisting  should  be 
the  case,  I  wonder  how  long  it  will  be  before  that  discrimination  is 
removed  by  the  Interstate  Commerce  Commission?  There  exist  in 
Georgia  conditions  which  no  Federal  agency  would  ever  correct  or 
right.  Georgia  proposes  to  do  that,  and  she  is  going  to  do  it.  The 
recent  rate  advance  was  approved  as  a  matter  of  expediency,  contrary 
perhaps  to  what  a  majority  of  the  Commission  would  liave  liked  to 
see.  But  Georgia  is  going  to  eliminate  those  discriminations,  if  the 
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question  of  rates  is  to  be  left  with  the  Georgia  Commission,  regarding 
always  of  course  the  inhibition  of  the  Shreveport  principle,  and  no 
state  should  want  anything  else. 

My  friends,  the  people  of  this  country  have  displayed  a  magnanimous 
attitude  during  the  wonderful  increase  in  the  demands  upon  the  trans- 
portation facilities  in  this  country.  The  Georgia  Commission,  and  so 
far  as  my  information  goes,  the  commissions  throughout  the  country, 
were  broad  and  liberal  when  the  transportation  facilities  became  hamp- 
ered, due  to  the  conditions  growing  out  of  the  war,  and  we  only 
required  of  them  expenditures  which  were  absolutely  necessary  and 
mandatory.  T  want  to  state  the  experience  we  had  there  on  the  part 
of  the  public  on  the  question  of  new  depots,  the  improving  of  old 
depots,  and  improvements  generally.  We  had  a  great  many  petitions 
before  our  Commission  at  the  time.  We  believed  it  was  our  duty  to 
say  to  the  people  of  Georgia,  "  Conditions  are  such  now  that  we  cannot 
call  on  the  railroads  to  spend  money  for  purposes  of  this  character," 
and  we  did  say  that  to  them.  We  went  so  far  as  to  publish  a  state- 
ment reflecting  the  views  of  the  Commission,  and  we  said  that  except 
in  cases  of  destruction  by  fire  or  other  acute  conditions  no  railroad  in 
Georgia  would  be  required  to  spend  a  dollar  for  improvements  of  that 
sort  so  long  as  conditions  remained  as  they  were.  After  that  state- 
ment we  did  not  have  a  single  application  from  a  single  community  in 
Georgia  all  during  the  war — not  one.  We  have  one  case  where  the 
blueprints  for  an  improvement  of  that  sort  have  been  on  our  desk  for 
six  years,  but  we  have  not  ordered  them  to  build  it  yet,  and  I  know 
that  I  express  the  convictions  entertained  largely  by  the  various  com- 
missions of  this  country.  I  mention  that  in  reply  to  the  belief  that  the 
railroads  have  that  what  they  want  is  a  bureau  centralis±ed  at  Wash- 
ington, and  to  do  away  absolutely  with  state  regulation.  The  elimina- 
tion of  state  regulation  or  rates  is  not  all  the  railroads  think  they 
need.  They  are  taking  this  thing  by  piecemeal,  and  I  say  that  with 
all  due  respect  to  the  railroads.  If  they  have  reached  the  conclusion 
from  the  business  point  of  view,  then  it  is  their  privilege  to  prosecute 
it  if  they  see  fit;  but  once  that  elimination  comes  into  effect,  in  so  far 
as  state  regulation  is  concerned,  there  will  be  others.  Some  of  them 
have  gone  so  far  already  that  any  question  involving  the  expenditure 
of  one  dollar  in  any  manner  is  said  to  be  covered  by  the  Transporta- 
tion Act.  Finally,  if  they  succeed  in  the  cases  that  I  have  referred  to, 
I  repeat  again  that  the  people  are  going  to  bring  them  back  to  where 
they  were  previous  to  the  war. 

I  want  to  say  this  in  conclusion :  This  Association  has  a  work  to  do 
greater  than  it  has  ever  had  before.  If  we  function  to  our  full  possi- 
bilities, we  Want  the  active  cooperation  of  all  of  the  states. 

As  a  member  of  the  legislative  committee  this  year,  of  which  Mr. 
Jackson  of  Wisconsin  is  Chairman,  I  had  an  opportunity  to  observe  the 
effect  on  Congress  of  the  movement  to  cripple  the  various  state  commis- 
sions. I  want  to  say  to  you,  and  I  apprehend  the  same  thing  is  true 
as  to  all  the  other  states,  that  I  do  not  believe  you  could  today  pass 
any  legislation,  or  get  the  approval  of  the  Georgia  Delegation  in  the 
House  and  Senate  in  favor  of  any  propositon  that  the  Georgia  Railroad 
Commissicn  would  solidly  oppose.  I  believe  they  would  stand  by  our 
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Commission.  I  would  not  have  you  believe  for  a  moment  that  they 
would  do  everything  we  ask  them  to  do,  but  I  mean  anything  that  is 
reasonable.  I  believe  that  in  anything  where  the  right  of  states  to  regu- 
late railroads  or  to  prescribe  rates  is  involved,  the  Georgia  Delegation 
would  stand  behind  our  Commission  on  any  proposition  of  that  sort,  and 
the  same  thing  is  true  with  every  other  State  in  this  Union.  So  the 
question  is,  after  this  Association  has  been  in  existence  all  these  years, 
do  we  propose  to  sit  silently  or  indifferently  and  allow  state  regulation 
to  be  abridged  and  obliterated  not  only  as  to  rates  but  as  to  every  other 
form  of  regulation? 

I  again  thank  you  for  the  honor  conferred  upon  me,  and  I  say  to  you 
as  your  President  for  the  ensuing  year  that  it.  will  be  only  by  your  co- 
operation, whenever  the  President  or  other  members  of  this  Association 
shall  call  upon  you,  that  the  Association  will  amount  to  anything  during 
my  administration.  I  bespeak  your  full  confidence  and  your  coopera- 
tion, promising  you  in  return  my  very  best  efforts,  looking  to  the  saving 
of  state  rights  in  the  regulation  of  railroads  to  the  extent  of  making 
state  rates.  (Applause.) 

President  SHAW — I  know  that  the  Convention  wishes  to  hear  a  word 
from  our  first  vice-president,  Mr.  Carl  D.  Jackson,  who  appears  to  have 
had  a  hand  in  the  breaking  of  the  solid  south.  (Laughter.) 

First  Vice-President  JACKSON — Mr.  President  and  gentlemen  of  the 
Convention.  I  sincerely  thank  you  for  the  honor  which  you  have  con- 
ferred upon  me.  I  realize  that  we  must  all  help  the  President  in  his 
great  work  which  he  has  before  him  during  the  coming  year.  I  pledge 
my  efforts  to  aid  and  assist  him  and  the  other  different  commissions  in 
their  work.  (Applause.) 

President  SHAW — Next  in  order  is  nominations  for  second  vice- 
president. 

Mr.  H.  G.  TAYLOR  of  Nebraska — Mr.  President,  Mr.  Burr  of  Florida 
has  very  feelingly  referred  to  the  high  rate  of  mortality  in  this  Asso- 
ciation, and  a  survey  of  this  audience  convinces  me,  after  eight  years 
of  experience  in  this  Association,  that  his  opinion  s  justfied. 

The  man  I  desire  to  suggest  for  the  place  of  second  vice  president 
is  a  notable  exception  to  any  tradition  of  short  life  in  our  membership. 
For  twenty-two  years  he  has  been  connected  with  this  Association,  and 
for  twenty-two  years  and  more  he  has  been  connected  with  railroad 
regulation,  either  as  Secretary  of  the  Iowa  Commission,  its  commerce 
counsel,  or  as  a  member  of  the  Commission,  which  he  is  now.  During 
that  period  he  has  given  splendid  evidence  of  his  ability,  and  has  been 
of  great  help  and  assistance  to  this  Association  in  his  work,  serving 
actively  on  its  working  committees  and  contributing  out  of  his  experi- 
ence and  his  ability,  that  which  was  needed  to  make  our  work  suc- 
cessful. 

I  take  genuine  pleasure  in  presenting  and  nominating  for  the  office 
of  second  vice  president  Mr.  Dwight  N.  Lewis  of  Iowa.  (Applause.) 

Mr.  R.  HUDSON  BURR  of  Florida — Mr.  President,  I  hope  you  will 
not  get  the  idea  that  I  want  to  be  on  my  feet  all  the  time,  but  I  cannot 
refrain  from  seconding  the  nomination  of  Mr.  Lewis.  I  have  been 
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associated  with  him  ever  since  the  first  convention  of  the  Association 
that  I  attended.  He  was  then  connected  with  the  Iowa  Commission, 
not  as  a  Commissioner,  and  since  that  time  I  have  always  found  him 
painstaking  and  hard-working,  and  he  has  always  performed  well 
every  task  that  this  Association  has  given  him  to  take  care  of.  Coming 
to  the  Commission  practically  as  a  boy  as  he  did,  I  think  it  is  fitting 
to  put  him  in  line  for  President  of  this  great  Association.  I  second 
the  nomination.  (Applause.) 

President  SHAW — Are  there  any  other  nominations? 

Mr.  TAYLOR  of  Nebraska — If  there  are  no  other  nominations  I  move 
that  the  Secretary  be  instructed  to  cast  the  unanimous  ballot  of  the 
Association  for  Mr.  Dwight  N.  Lewis  for  Second  Vice  President. 

The  motion  was  seconded  and  agreed  to  and  the  Secretary  cast  the 
ballot  as  directed. 

President  SHAW — The  Convention  must  hear  from  you,  Commis- 
sioner Lewis,  you  apparently  being  one  of  the  oldest  living  members 
of  this  Association.  (Laughter.) 

Second  Vice  President  LEWIS — Mr.  President,  with  all  these  intro- 
ductions I  feel  like  an  octogenarian,  but  I  am  not  going  to  burden  you 
with  a  speech,  except  to  thank  you  most  heartily  for  the  honor  you 
have  conferred  upon  me.  I  will  still  continue  to  do  my  best  for  the 
Association.  Right  in  line  with  that  I  want  to  call  a  meeting  of  the 
Executive  Committee  immediately  after  adjournment.  (Applause.) 

President  SHAW — Next  in  order  are  nominations  for  Secretary. 

Mr.  CARL  D.  JACKSON  of  Wisconsin — Mr.  President,  I  have  enjoyed 
the  privilege  now  at  several  sessions  of  this  Association  of  nominating 
for  Secretary  of  our  Association  a  man  of  whom  we  all  think  a  great 
deal,  a  man  who  performs  admirably  the  exacting  duties  of  his  posi- 
tion, and  who  has  the  affection  and  confidence  of  us  all,  without  whom 
we  would  hardly  know  how  to  get  along.  I  want  to  place  in  nomina- 
tion again  our  present  Secretary,  Mr.  James  B.  Walker  of  New  York. 
(Applause.)  I  want  not  only  to  do  that,  but  to  make  his  nomination 
a  vote  of  thanks  for  his  past  services,  and  an  expression  of  our  appre- 
ciation of  them.  I  am  going  a  little  further  and  to  couple  with  this 
the  motion  that  nominations  be  closed  and  that  the  President  cast 
unanimous  ballot  of  the  Association  for  Mr.  Walker  as  Secretary. 

The  motion  was  seconded. 

President  SHAW — It  has  been  moved  and  seconded  that  nominations 
for  Secretary  be  closed  and  that  the  President  cast  the  unanimous 
ballot  of  the  Association  for  Mr.  Walker  for  Secretary  for  the  ensuing 
year. 

The  motion  was  unanimously  agreed  to  and  the  President  cast  the 
ballot  as  directed. 

President  SHAW — We  will  hear  from  Secretary  Walker. 

Secretary  WALKER — Mr.  President  and  gentlemen,  I  return  my 
sincere  thanks  for  this  honor.  I  do  not  wish  to  detain  you  by  any 
extended  remarks,  but  I  want  you  to  know  that  I  appreciate  your  con- 
fidence and  that  I  shall  endeavor  during  the  next  year  to  do  my  duty 
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by  the  Association  as  well  as  I  can.  I  thank  you  very  much.  (Ap- 
plause.) 

President  SHAW — Next  in  order  are  nominations  for  Assistant 
Secretary  for  the  ensuing  year. 

Secretary  WALKER — Mr.  President,  we  have  a  very  competent 
Assistant  Secretary  in  the  person  of  Mr.  LeRoy  S.  Boyd,  Librarian  of 
the  Interstate  Commerce  Commission,  who  unfortunately  has  been 
detained  at  home  by  illness.  He  has  a  heavy  cold  which  has  prevented 
his  attendance  this  year,  but  I  take  pleasure  in  putting  him  in  nomina- 
tion for  Assistant  Secretary.  If  there  are  no  other  nominations  I 
move  that  I  be  instructed  to  cast  the  ballot  of  the  Association  for 
Mr.  Boyd. 

The  motion  was  seconded  and  unanimously  agreed  to,  and  the  Secre- 
tary cast  the  ballot  as  directed. 

President  SHAW — That  completes  the  election  of  officers  for  the 
ensuing  year. 

(Whereupon,  at  1  p.  m.,  the  Convention  took  a  recess  until  2.30 
p.  m.) 


SECOND    DAY 

Afternoon  Discussions 

ROUND  TABLE  CONFERENCES. 
LOCAL  STREET  RAILWAY  AND  INTERURBAN  TRANSPORTATION. 

Chairman  E.  I.  LEWIS  of  Indiana — Ladies  and  gentlemen,  this  will 
open  tne  first  of  our  experiments  since  the  Indianapolis  meeting  in 
the  matter  of  round  table  conferences  on  various  phases  of  public 
utility  regulation  as  separated  from  the  regulation  of  common  carriers. 
I  think  it  would  be  well  if  we  carry  into  these  meetings  the  spirit  of  a 
round  table  conference.  Will  you  all  get  around  these  tables  and  talk 
informally?  If  you  do  that  we  shall  accomplish  much  better  results. 
Bring  up  your  chairs. 

It  is  a  pleasure  to  address  this  conference  by  saying  ladies  and  gentle- 
men. It  is  not  very  often  that  we  have  the  ladies  with  us,  and  still 
there  are  none  who  are  so  vitally  in  touch  with  our  public  utilities  as 
the  women  in  the  homes  and  the  women  who  ride  on  the  street  cars. 
Certainly  in  the  matter  of  gas  supply,  electricity  in  the  home,  good 
railroad  transportation  in  our  local  centers,  those  things  in  which  the 
women  are  most  vitally  interested,  I  apprehend  the  day  will  soon  be 
with  us  when  we  will  note  the  appearance  of  the  feminine  factor  on 
some  of  our  commissions,  and  I  for  one  shall  welcome  the  day. 

I  want  to  take  just  a  moment  to  explain  the  basis  for  this  conference. 
This  convention  is  now  in  its  thirty-second  or  thirty-third  year.  These 
deliberations  in  the  past  have  centered  very  largely  on  the  operations 
of  the  common  carriers  and  the  problems  coming  out  of  their  operation. 
There  are  many  of  us  Commissioners  who  believe  the  day  has  come 
when  we  should  diversify  our  interests  somewhat  from  the  considera- 
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tion  of  the  common  carriers  to  the  consideration  of  the  problems  that 
confront  the  local  communities,  be  they  large  or  small,  or  even  the  rural 
sections,  as  is  notably  the  case  with  the  telephone.  So  last  year,  when 
we  had  the  pleasure  of  having  you  at  Indianapolis,  we  made  the  experi- 
ment of  having  some  round  table  conferences,  and  they  met  with  some 
success,  and  Mr.  President  Shaw,  and  Mr.  Dwight  N.  Lewis,  Chairman 
of  the  Executive  Committee,  concurred  in  the  idea  that  this  year  we 
should  depart  somewhat  from  the  regular  rule  in  our  program,  and 
assign  two  afternoons  to  the  consideration  of  some  of  our  more  local 
problems.  None  of  these  of  course  is  more  acute  at  this  time,  unless 
it  is  possibly  the  gas  situation,  than  that  of  our  local  transportation ; 
and  when  we  speak  of  local  transportation  I  think  we  are  going  to 
include  the  interurban  railroad,  because  it  is  more  essentially  a  local 
means  of  transportation,  and  we  are  going  to  include  the  suburban 
railroad;  but  essentially  it  is  the  street  car  problem.  < 

I  think  we  are  justified  in  taking  an  hour  and  a  half  in  talking  about 
the  street  railway  problem.  Approximately  a  billion  or  a  billion  and  a 
quarter  people  are  transported  annually  on  our  steam  roads.  That 
includes  the  commuters.  But  we  are  now  handling  on  our  local  trans- 
portation system  something  like  fifteen  billion  people.  They  are  de- 
pendent on  its  facilities  in  getting  to  work  and  carrying  on  their  social 
life — the  masses  of  the  people  at  all  events.  It  is  very  vital  to  the  cities 
of  course  that  these  systems  be  perfected,  and  that  if  it  is  possible  we 
evolve  out  of  our  conferences  some  good,  comprehensive  plan  for  meet- 
ing the  very  acute  situation  that  faces  the  street  railways.  The  Fed- 
eral Government  of  course  has  taken  the  lead  in  evolving  a  compre- 
hensive national  plan  for  the  rehabilitation,  yes,  we  might  say  the 
resuscitation  of  the  common  carriers  in  the  great  national  system  of 
transportation ;  but  thus  far,  though  we  have  had  the  President's  Com- 
mission, of  which  Mr.  Elmquist  is  the  head,  at  work  on  the  street  rail- 
ways, it  must  be  admitted,  and  we  can  all  agree,  that  this  is  one  of  the 
most  chaotic  of  our  public  utility  problems.  All  of  our  public  utilities 
have  passed  through  a  lean  and  troublesome  three  years,  but  there  is 
no  group  that  has  emerged  from  those  three  years  in  a  more  distressing 
condition  and  into  a  more  uncertain  future  than  the  street  car  systems. 
And  not  only  do  the  street  car  companies  confront  a  very  unsatisfactory 
situation,  but  the  tremendous  growth  of  our  cities,  calling  for  the  attrac- 
tion and  expenditure  of  additional  capital,  also  is  a  matter  that  should 
come  to  us  for  our  consideration. 

We  may  confidently  expect  that  the  peak  has  been  reached  in  coal, 
wages,  materials  and  supplies,  three  of  the  most  essential  elements  in 
the  cost  of  transportation.  The  break  undoubtedly  is  at  hand  or  in 
sight  in  the  matter  of  coal,  material  and  supplies.  Of  course  labor 
adjustments,  if  made  at  all,  will  have  to  more  slowly  follow  the  general 
settling  to  the  new  living  conditions.  But  while  we  hail  the  dawn, 
we  might  say,  we  are  still  confronted  with  problems.  I  picked  up  the 
Public  Ledger  of  Philadelphia  today  and  I  saw  that  as  one  of  the  rea- 
sons for  inaugurating  a  six-cent  fare  in  Cleveland  at  a  time  when 
prices  are  falling  is  the  fact  that  there  is  $150,000  more  taxes  to  be 
met,  in  the  way  of  local  taxes  falling  on  the  transportation  companies. 
In  Indiana — I  can  only  speak  for  my  own  bailiwick,  but  you  people 
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will  probably  confirm  similar  conditions — we  have  had,  growing  out  of 
the  war,  increased  tax  burdens,  local  and  state,  and  we  are  still  having 
petitions  for  street  car  relief,  and  they  are  predicated  very  largely  on 
the  fact  that  there  has  been  an  increase  in  taxes.  We  have  one  before 
us  now  for  the  city  of  Indianapolis.  Their  local  taxes  have  been  in- 
creased $120,000  this  year.  That  discounts  as  you  may  well  under- 
stand the  tremendous  drop  in  the  price  of  coal  which  we  may  reason- 
ably expect.  But  that  is  not  the  only  matter  that  we  are  confronted 
with. 

With  the  Armistice  and  the  return  of  the  soldiers  from  abroad,  and 
the  resumption  of  our  more  normal  life,  especially  the  social  life  of 
the  community,  even  the  moving  picture  life,  which  is  a  great  factor 
in  transportation  as  you  know,  we  had  a  tremendous  increase  in  street 
car  transportation.  In  the  city  of  Indianapolis — I  refer  to  that  because 
I  am  intimately  acquainted  with  it — it  amounted  to  28  to  30  per  cent, 
per  annum,  an  abnormal  jump,  and  it  has  been  that  way  in  Evansville, 
Terre  Haute  and  various  other  cities.  If  we  are  going  to  have  a  letting 
up  of  industrial  activities,  can  we  not  reasonably  expect  problems  aris- 
ing out  of  that  as  a  counterpart  of  the  cessation  of  such  activities,  by 
a  letting  up  of  the  street  car  transportation,  which  means  to  us  as  we 
analyze  these  cases,  a  reduction  in  revenue.  That  is  one  of  the  matters 
that  certainly  is  going  to  be  very  potent  with  us. 

Now  I  have  observed  in  my  small  jurisdiction  that  the  street  car 
problem  is  essentially  a  local  problem,  and  more  especially  in  this  re- 
spect, that  you  cannot  apply  one  rule  to  all  communities.  We  have 
found  in  our  experiments — and  we  had  to  experiment  to  find  our  way 
out — that  a  rate  structure  that  would  work  admirably  in  one  city  would 
work  diametrically  opposite  in  another  city  100  miles  away.  For 
example,  the  street  car  company  in  Evansville  needed  a  half  cent  more 
per  passenger  carried.  The  way  in  which  it  has  been  generally  done 
would  be  to  increase  that  fare  to  a  six-cent  fare  with  probably  a  dis- 
count for  tickets.  Taking  into  consideration  the  fact  that  it  is  a  river 
town,  and  the  peculiar  type  of  the  town,  we  put  in  a  six-cent  fare  with 
20  tickets  for  $1,  with  the  effect  that  we  did  get  five  and  one-half  cents 
realization  per  passenger  carried.  That  met  the  situation  splendidly. 

At  Ft.  Wayne,  an  altogether  different  sort  of  a  town,  it  was  necessary 
to  go  to  a  seven-cent  fare  to  get  practically  the  same  result.  The  psy- 
chology of  the  situation,  the  temper  of  the  people,  their  activities,  the 
different  industrial  conditions,  all  taken  into  consideration,  brought 
that  change.  So  in  Indianapolis  and  various  other  cities  we  have 
found  we  could  not  take  one  community  and  make  any  deductions 
for  another  community.  Indianapolis  has  a  five-cent  fare,  one  of  the 
few  five-cent  fares  in  the  country  today,  and  it  is  successful.  It  has 
been  accomplished  by  means  of  devising  a  conservative,  but  a  fair 
valuation  of  that  property,  and  then,  without  creating  any  financial 
disturbance  or  being  bolshevistic  in  any  way  we  have  called  on  the 
company  to  cooperate  with  us  in  reducing  the  capital  securities  to  a 
point  where  they  were  somewhat  consistent  with  the  values  in  the 
property.  That  took  probably  three  months,  but  it  was  dojae,  outside 
of  a  receivership,  and  very  agreeably  done.  Outside  of  that  we  called 
on  them  to  divert  money  that  was  going  to  the  sinking  fund  to  the 
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extent  of  -200,000  a  year,  to  the  direct  upkeep  of  the  property,  and  that 
was  also  accomplished  in  an  ample  and  satisfactory  manner,  with  the 
result  that  a  five-cent  fare  has  been  maintained  there.  But  still  I 
would  not  for  a  moment  argue  that  a  five-cent  fare  in  Indianapolis 
is  any  reason  for  a  five-cent  fare  in  Boston  or  San  Francisco  or  even 
in  a  nearby  city  like  Chicago,  Louisville,  Toledo  or  Cleveland.  The 
conditions  are  different.  Our  coal  supply  is  near  at  hand.  We  are  out 
of  that  great  strip  of  high  wage  territory  that  stretches  from  New  York 
by  the  steps  of  Cleveland  and  Detroit  to  Chicago,  particularly,  and 
which  results  in  eight-cent  fares  in  the  northern  part  of  Indiana,  and 
lower  fares  as  we  get  down  to  different  sociological  and  industrial 
zones,  we  might  say.  But  the  interesting  thing  that  has  come  out  of 
this  situation  in  Indianapolis  is  that  the  street  car  company  came  to 
us  and  asked  for  a  six-cent  fare  two  years  ago.  They  require  some 
relief  at  this  time  to  meet  a  temporary  condition  as  to  coal  and  this 
$125,000  that  has  been  added  in  taxes,  but  the  thing  they  say  to  us  is 
"  do  not  give  us  a  six-cent  fare."  They  sat  on  our  doorsteps  to  plead 
for  a  six-cent  fare  two  years  ago.  Now  they  are  very  much  of  the 
opinion  that  we  were.  This  is  not  a  general  justification  of  the  theory, 
but  as  locally  applied.  When  you  increase  the  five-cent  fare  you  are 
very  likely  also  to  lose  the  short  haul  passenger,  who  has  proven  to  be 
a  very  profitable  passenger.  And  we  were  also  of  the  opinion  that  I 
think  has  been  verified  by  the  experience  of  other  cities  to  a  certain 
extent,  that  a  six-cent  fare  leads  to  a  seven-cent  fare,  a  seven-cent  to 
an  eight-cent  fare,  and  an  eight-cent  fare  to  a  ten-cent  fare.  I  would 
ask  the  representatives  of  various  cities  to  say  whether  that  has  been 
their  experience. 

One  other  step.  .  Although  this  is  local  I  am  introducing  it  because 
I  think  it  is  the  most  interesting  feature  of  the  street  railway  problem 
that  we  have  today.  In  April  of  this  year  the  City  of  Indianapolis  came 
to  us  and  said  "  This  company  does  not  need  anything  in  particular 
except  credit,  but  it  needs  that  very  badly.  Therefore  we  petition  you 
to  put  into  effect  in  Indianapolis  a  service-at-cost  plan."  That  petition 
was  filed  with  us  in  April,  and  of  course  it  was  a  very  popular  appeal 
to  the  Commission.  The  Commission  nevertheless  did  not  act  on  it, 
but  instead  of  that  we  made  up  our  minds  to  give  everybody  an  oppor- 
tunity to  make  a  thorough  investigation  and  see  whether  the  service- 
at-cost  idea  was  a  panacea  or  a  nostrum.  I  want  to  read  you  very 
briefly  from  the  petition  for  the  withdrawal  of  the  service-at-cost  idea, 
which  was  filed  by  the  same  city  of  Indianapolis  last  week : 

"  When  the  plan  was  submitted  by  the  city,  the  objection  was 
made  by  the  company  that,  if  any  increase  of  rate  of  fare  should 
automatically  reduce  both  the  minimum  and  maximum  rate  of 
return  on  the  investment  of  the  company,  it  would  greatly  injure, 
if  not  destroy  the  financial  credit  of  the  company.  It  was  then 
taken  by  consent  that  no  action  should  be  taken  until  further 
investigation  could  be  made.  Thereafter,  Chairman  Lewis  of  the 
Public  Service  Commission,  Dr.  Jamison,  and  Mr.  Hornbrook 
representing  the  street  car  company,  and  Samuel  Ashby,  cor- 
poration counsel,  representing  the  city,  went  to  Cleveland  and 
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Cincinnati  and  investigated  the  operation  and  results  with  the 
street  car  companies  in  said  cities  of  the  service  at  cost  basis. 
Mr.  Hornbrook  made  personal  investigation  in  Boston  and  Mr. 
Ashby  only  recently  visited  Cleveland  again,  and  investigated 
the  present  situation. 

"  We  have  been  unable  to  find  or  agree  upon  any  plan  of  opera- 
tion on  the  basis  of  service  at  cost  which  would  furnish  the 
incentive  of  private  ownership  in  an  operation  of  service  at  cost, 
and  the  result  of  our  investigations  generally  has  been  to  raise  a 
most  serious  question  and  doubt  as  to  the  wisdom  of  the  service- 
at-cost  plan.  The  inevitable  tendency  seems  to  be  for  the  operator 
or  company  to  readily  accept  increased  cost  of  operation  with  the 
view  that  it  can  be  passed  on  to  the  public  by  higher  fares.  Such 
a  course  results  in  only  adding  to  the  burden  of  the  public. 

"  Experience  has  demonstrated  that  any  increase  in  fare  above 
the  normal  fare  results  in  a  very  substantial  reduction  in  the 
number  of  passengers  carried,  and' has  a  tendency  at  the  same 
time  to  increase  the  cost  of  operation  so  that  the  financial  result 
to  the  company  under  such  a  plan  is  unsatisfactory  and  in  some 
cases  disastrous. 

"  The  experience  of  Cincinnati  is  a  good  illustration  of  the 
operation  of  the  plan." 

I  am  going  to  divert  from  the  report  of  the  corporation  counsel  to 
call  attention  to  the  fact  that  the  Cincinnati  plan  was  hailed  a  year  ago 
as  the  last  word  in  service-at-cost  ideas.  It  not  only  had  service  at  cost 
but  it  had  a  graduated  increase  in  the  return  as  an  incentive  for  eco- 
nomical operation. 

"  The  experience  of  Cincinnati  is  a  good  illustration  of  the 
operation  of  the  plan.  The  fare  was  increased  from  five  cents  to 
six  cents,  and  from  six  cents  to  seven  cents,  and  from  seven 
cents  to  eight  cents  and  during  the  comparatively  short  time  in 
which  the  plan  has  been  in  operation  the  company  .has  accumu- 
lated a  very  large  operating  deficit  of  $2,000,000." 

We  might  say — I  think  the  Ohio  Commission  will  agree  with  us— 
that  it  is  possible  that  the  Cincinnati  company  will  have  to  go  to  a  ten- 
cent  fare  to  meet  that  situation.  They  started  with  a  $200,000  deficit 
and  now  it  has  accumulated  in  a  little  over  a  year  to  $2,000,000  deficit 
on  an  eight-cent  fare.  They  first  started  at  five  and  then  got  to  eight. 

"  During  practically  the  same  time  the  Indianapolis  Street 
Railway  Company  has  been  operating  under  the  emergency  order 
of  the  Commission  at  five  cents.  It  has  been  able,  as  heretofore 
stated,  to  operate  without  a  loss,  its  revenues  have  been  more  than 
its  operating  expenses  and  sufficient  to  pay  a  reasonable  return 
on  the  fair  value  of  its  investment.  The  increased  fare  reduces 
the  number  of  passengers,  and  has  a  tendency  to  increase  the  cost 
of  operation.  The  result  is  that  the  revenue  received  from  carry- 
ing ten  passengers  at  five  cents  is  more  than  eight  passengers  at 
six  cents,  or  seven  passengers  at  seven  cents,  or  six  passengers  at 
eight  cents.  This  is  a  simple  illustration,  but  shows  the  effect 
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of  the  higher  fare  and  decreased  number  of  passengers  on  the 
revenues  of  the  company. 

"  At  the  time  the  city  made  its  suggestions  as  to  the  plan  of 
operation,  it  was  generally  supposed  that  this  method  was  the  best 
solution  of  the  street  car  question.  We  attempted  to  take  the 
best  out  of  the  various  plans  in  operation  in  Cleveland,  Cincinnati, 
Boston,  Montreal  and  Memphis.  All  of  these  plans  had  some 
features  which  did  not  meet  our  approval  and  the  plan  suggested 
by  the  city  was  submitted  to  the  Public  Service  Commission  for 
its  consideration,  and  to  bring  this  plan  to  the  attention  of  the 
public  for  criticism  and  suggestions. 

"  After  repeated  conferences  with  Mayor  Jewett  the  city  has 
concluded  in  view  of  our  investigations  since  the  plan  of  service 
at  cost  was  thus  submitted  to  the  Public  Service  Commission 
for  consideration,  and  the  unsatisfactory  results  of  operation  of 
this  plan  in  other  cities  since  then,  to  withdraw  the  same  from 
further  consideration  by  the  Commission." 

The  idea  of  this  conference  is  that  we  will  have  a  wide  field  of 
expression  for  our  mutual  benefit.  It  was  suggested  I  believe  that 
we  would  limit  speeches  to  three  or  four  or  five  minutes.  Please  feel 
free  to  speak  on  this  matter.  We  all  need  all  the  light  we  can  get. 
This  is  a  part  of  the  National  Convention  proceedings.  It  is  being 
reported  and  will  be  printed  as  a  part  of  the  proceedings.  I  believe 
that  in  order  to  get  this  started  we  should  name  certain  persons  to 
lead  in  the  discussion  so  as  to  get  the  cars  moving. 

Mr.  E.  O.  Edgerton  of  California  and  Mr.  Noah  W.  Simpson  of 
Missouri  were  assigned  to  open  the  discussion,  but  they  are  not  pres- 
ent. Mr.  Edward  Flad  of  Missouri,  in  whose  jurisdiction  lie  the 
Kansas  City  and  St.  Louis  street  railways,  and  a  number  of  large  cities, 
is  present,  and  we  would  of  course  be  pleased  to  hear  from  him,  as 
from  all  of  you.  We  will  be  pleased  to  hear  from  Detroit  and  various 
other  sections  like  that.  There  are  of  course  the  smaller  cities,  and 
any  suggestions  we  may  have  as  to  meeting  high  operating  costs  by  the 
substitution  of  one-man  operation  will  of  course  be  of  very  great 
interest.  The  meeting  is  in  your  hands. 

Mr.  EDWARD  FLAD  of  Mo. — Mr.  Chairman,  the  Missouri  Com- 
mission has  retained  jurisdiction  of  all  rate  cases.  In  Kansas  City 
we  have  been  called  on  to  increase  the  street  car  fare,  and  we  have 
retained  jurisdiction,  so  that  at  any  time  either  the  city  or  the  railroad 
company  may  come  before  the  Commission  and  upon  a  state  of  facts 
which  they  may  show  at  that  time  may  ask  for  a  change  in  the  rate. 
Of  course  when  we  make  the  rate  we  endeavor  to  give  sufficient  in- 
come to  pay  operating  expenses,  taxes,  and  to  set  aside  a  depreciation 
reserve  and  to  pay  a  fair  return  upon  the  investment. 

In  deciding  upon  investment  it  has  been  impossible  for  the  Com- 
mission to  conclude  its  valuation  cases,  but  it  generally  arrived  at  what 
it  called  a  tentative  valuation.  For  instance  in  St.  Louis  I  think  the 
total  capitalization  of  the  street  railways,  including  bonds  and  stocks, 
was  something  in  excess  of  $100,000,000.  The  tentative  valuation 
estimate  by  the  Commission  was  in  the  neighborhood  of  $50,000,000. 
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In  fact  we  have  found  that  the  tentative  valuations  are  about  half  of 
what  the  companies  claimed.  Of  course  eventually  the  Commission 
will  determine  the  value  after  complete  hearing.  In  fact,  in  St.  Louis 
the  Commission's  engineers  have  been  occupied  for  a  period  of  over 
a  year  in  making  a  detailed  inventory,  and  in  valuing  the  plant,  and 
in  the  very  near  future  will  hold  further  hearings,  for  the  purpose 
of  finally  determining  the  par  value  of  the  plant,  and  then  it  will  be 
a  more  or  less  simple  matter  to  arrange  upon  Jhe  rate. 

On  this  point  there  is  danger  that  the  rate  may  be  placed  so  high 
that  you  cannot  collect  enough  revenue  on  it.  In  other  words,  the 
traffic  is  reduced. 

The  growth  of  our  cities  and  of  the  territory  immediately  surround- 
ing our  cities,  along  lines  which  provide  a  breathing  space  for  the  in- 
dividual family  and  obviate  the  congestion  prevalent  in  the  walled 
cities  of  the  old  continent,  may  be  attributed  in  large  measure  to  the 
cheap  reliable  and  efficient  transportation  furnished  by  local  and  inter- 
urban  street  railways. 

The  universal  five  cent  fare,  be  the  distance  a  fraction  of  a  mile  or 
20  miles,  has  made  it  possible  to  develop  our  cities  upon  a  plan  which 
provides  and  sets  apart  for  each  family  that  so  desires,  a  distinct  and 
separate  part  of  this  old  mother  earth  for  the  cultivation  of  its  own 
vine  and  fig  tree. 

And  then  came  the  world-war  and  the  inflation  of  the  currency.  The 
demand  for  labor  exceeded  the  supply ;  the  cost  of  labor  and  material 
was  increased  from  50  to  100  per  cent,  or  more,  and  the  5  cent  fare 
no  longer  sufficed  to  pay  the  actual  cost  of  operation  of  our  street 
railways,  without  giving  any  consideration  whatever  to  return  on  the 
investment. 

In  spite  of  the  somewhat  tardy  relief  granted  by  our  State  Com- 
missions, the  service  of  the  street  railways  has  been  impaired  by  reason 
of  lack  of  funds  and  lack  of  credit  and  many  of  them  have  been 
placed  in  the  hands  of  receivers,  which  means  additional  expenses 
and  lawyer's  fees,  all  of  which  must  ultimately  be  paid  for  by  the  long 
suffering  public. 

In  the  two  principal  cities  of  Missouri,  St.  Louis  and  Kansas  City, 
receivers  appointed  by  the  Courts  are  now  operating  the  railways. 

The  general  public  believes  that  it  has  heretofore  been  exploited 
by  the  street  railways  and  that  they  should  be  required  to  live  up  to 
their  contract  or  franchise  requirements.  I  venture  the  assertion  that 
not  the  riding  public  but  the  investing  public  has  been  exploited, 
and  that  the-  street  car  rider  has  heretofore  received  full  value 
for  his  nickel. 

The  street  and  interurban  railways  cannot  function  properly  and 
provide  extensions  and  betterments  unless  they  be  permitted  to  secure 
sufficient  revenue  to  cover  operating  expenses  and  taxes,  depreciation 
reserve,  and  a  fair  return  upon  the  prudent  investment  devoted  to  public 
use. 

Regulation  by  the  State  is  designed  to  protect  both  the  public  and 
the  investor  and  should  reestablish  the  credit  of  the  utility,  ^n  the 
past  many  street  <?ar  magnates  have  become  rich  and  the  investing 
public  has  been  beguiled.  They  both  played  the  game,  one  lost,  one 
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won !     That  is  a  closed  chapter  !     Regulation  by  the  state  has  removed 
the  element  of  speculation. 

The  public  good  now  requires  that  the  investor  shall  receive  a  fair 
return  upon  the  value  of  the  property  devoted  to  public  use  with  rea- 
sonable prudence,  foresight  and  efficiency.  Street  car  fares  must  be 
increased.  The  increase  in  the  cost  of  labor  and  materials  would 
generally  warrant  a  ten  cent  fare  where  but  a  five  cent  fare  was  exacted 
before. 

In  good  old  Missouri  we  have  reached  an  eight  cent  fare  and  the 
Commission  is  being  importuned  to  allow  a  ten  cent  basic  fare. 

This  brings  me  to  the  point  which  I  desire  to  stress,  to  wit :  That 
an  increase  in  the  basic  rate  of  fare  means  a  reduction  in  the  short 
distance  traffic  which  is  the  most  profitable,  and  that  the  logical  pro- 
cedure for  securing  from  the  public  sufficient  funds  to  enable  the  street 
railways  to  function  and  properly  serve  the  public  is  to  provide  a  basic 
fare  not  to  exceed  5  cents  within  a  limited  area  covering  the  congested 
district,  with  additional  charges  of  from  one  to  three  cents  for  each 
zone  traversed  thereafter. 

I  realize  that  there  are  valid  objections  to  the  zone  system  of  charges, 
that  the  collection  of  the  fare  involves  difficulties,  that  real  estate  values 
will  be  disturbed,  that  it  will  tend  at  least  to  a  small  extent,,  to  con- 
gestion of  the  population,  that  it  will  retard  the  expansion  of  suburban 
territory,  etc.,  but  in  full  view  of  the  various  objections  I  maintain  that 
charges  for  transportation  based  upon  an  initial  basic  charge  not  to 
exceed  five  cents  with  added  charges  based  upon  the  distance  traveled, 
that  is  the  adoption  of  the  zone  system  of  charges,  furnish  the  only 
rational  solution  of  the  problem  now  confronting  our  street  and  inter- 
urban  railways. 

In  at  least  one  of  its  reports  the  Missouri  Commission  has  sug- 
gested a  zone  system  of  charges.  They  hesitate,  of  course,  to  insist 
upon  a  thing  of  that  kind,  because  they  believe  a  radical  change  of 
that  kind  should  be  brought  to  public  attention,  and  that  the  public  and 
the  company  should  agree  in  some  measure  upon  it ;  but  both  the  public 
and  the  railway  in  St.  Louis  apparently  were  opposed  to  it,  and  noth- 
ing has  been  done,  so  we  are  going  on  increasing  the  fares  as  that  may 
appear  necessary. 

I  should  like  to  get  an  expression  of  opinion  on  the  zone  system 
of  fares. 

Mr.  JAMES  A.  PERRY  of  Ga. — You  stated  a  while  ago  that  you  used 
a  valuation  of  $50,000,000  where  the  company  claimed  that  its  prop- 
erty is  worth  $100,000,000. 

Mr.  FLAD — We  used  a  valuation  of  between  $50,000,000  and  $60,- 
000,000. 

Mr.  PERRY — What  method  did  you  employ  to  arrive  at  that  value 
for  rate-making  purposes  without  an  appraisal? 

Mr.  FLAD — There  has  been  a  tentative  agreement  between  the  street 
railway  company  and  the  city,  and  we*  took  all  the  evidence  submitted. 

Mr.  PERRY — It  is  a  somewhat  arbitrary  value? 

Mr.  FLAD — Entirely  arbitrary. 
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Mr.  PERRY — Not  a  satisfactory  value? 

Mr.  FLAD — No.  It  is  really  the  best  we  could  do.  We  have  done 
as  I  imagine  the  Interstate  Commerce  Commission  sometimes  makes 
its  valuation  by  taking  all  the  evidence  you  have  got  and  lumping  that 
and  getting  what  the  members  of  the  Commission  think  is  a  fair  value 
under  the  circumstances. 

Mr.  PERRY — Are  your  rates  now  generally  eight  cents? 

Mr.  FLAD — No,  in  St.  Louis  the  fare  was  established  at  eight  cents 
cash  fare,  two  for  fifteen  and  fifty  for  $3.50.  About  six  months  ago 
that  was  changed  to  a  flat  seven-cent  fare  in  St.  Louis.  In  Kansas 
City  we  still  have  an  eight-cent  cash  fare,  two  for  fifteen  cents. 

Mr.  WILLIAM  M.  SMITH  of  Michigan — Has  your  Commission  juris- 
diction over  all  the  street  railways  in  Missouri? 

Mr.  FLAD — We  have  jurisdiction  over  street  railways,  gas  plants, 
electric  light  plants  and  waterworks,  except  municipally  owned  water- 
works. 

Mr.  SMITH  of  Michigan — Have  you  tried  to  eliminate  the  require- 
ment that  street  railways  pave  between  the  tracks  and  all  that  sort 
of  thing? 

Mr.  FLAD — No,  we  have  not  interfered  with  that  at  all.  We  have 
neither  tried  to  enforce  it  nor  to  change  it  in  any  way.  We  have  been 
called  on  in  one  case  to  compel  the  street  railway  company  to  comply 
with  this  requirement,  but  the  Commission  have  not  done  that.  We 
think  it  is  for  the  courts. 

Mr.  SMITH  of  Michigan — You  have  not  taken  jurisdiction  of  that? 

Mr.  FLAD — Only  over  changes  that  affect  the  traveling  public.  We 
claim  we  have  no  jurisdiction  over  any  change  in  alignment  or  con- 
struction that  does  not  affect  the  traveling  public. 

Mr.  SMITH  of  Michigan — When  you  change  the. rate  as  conditions 
may  change,  it  is  very  much  like  the  service  at  cost  system.  It  is  very 
little  different. 

Mr.  HENRY  R.  TRUMBOWER  of  Wisconsin — It  seems  to  me  that  the 
problem  which  public  utility  commissioners  are  facing,  so  far  as  the 
regulation  of  street  railway  rates  is  concerned,  is  really  a  twofold 
problem.  The  first  part  is  quite  simple,  though  a  lot  of  work  may  be 
involved ;  but  it  consists  of  finding  out  as  nearly  as  possible  what 
total  revenue  the  company  is  entitled  to.  The  rate  base  has  to  be 
worked  out,  and  the  operating  expenses  have  to  be  estimated. 

The  second  part  of  the  problem  is  how  to  arrive  at  a  method  by 
means  of  which  the  company  can  secure  the  revenue.  Then  you  get 
at  the  fare. 

I  have  had  the  feeling  that  a  street  railway  utility  should  be  regarded 
more  or  less  like  an  electric  plant  or  a  gas  plant  or,  perhaps,  a  tele- 
phone plant,  in  that  there  are  certain  users  of  the  service  who  very 
frequently  make  use  of  it  and  others  who  do  not  very  frequently  make 
use  of  it,  but  when  they  do  want  the  service  they  want  it  very,  badly, 
and  that  some  plan  should  be  worked  out  whereby  a  charge  can  be 
imposed  upon  our  automobile  friends  who  use  an  automobile  nine  or 
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ten  months  in  the  year  in  our  northern  cities,  and  for  two  or  three 
months  use  the  street  cars.  We  must  supply  them  this  service.  That 
is  partially  done  through  a  ticket  rate,  but  the  differential  in  my  mind 
is  not  sufficient  to  pay  for  the  cost  involved.  Now  the  differential 
in  many  cities  is  that  where  you  have  a  seven-cent  cash  fare  you  sell 
eight  tickets  for  fifty  cents,  and  where  you  have  a  six-cent  fare  you 
sell  nine  tickets  for  fifty  cents.  The  use  made  of  those  tickets  depends 
very  much  upon  the  character  of  the  people  living  in  the  city  in  ques- 
tion. For  instance,  in  the  city  of  Milwaukee  it  has  been  found  that 
eighty  or  eighty-five  per  cent,  of  the  car  riders  ride  on  tickets,  and 
there  the  fare  now  is  seven  cents  cash  and  eight  tickets  for  fifty  cents. 
In  the  city  of  Madison,  where  the  cash  fare  is  six  cents  and  nine  tickets 
are  sold  for  fifty  cents,  forty-five  per  cent,  of  the  car  riders  ride  on 
tickets  and  approximately  fifty-five  per  cent,  ride  on  cash  fares.  That, 
of  course,  is  partly  explained  by  the  fact  that  in  the  city  of  Madison 
there  are  a  large  number  of  transients  who  ride  on  the  cash  fare,  while 
the  constant  rider  may  use  tickets.  .But  if  some  plan  could  be  worked 
out  whereby  a  monthly  ticket  could  be  sold  for  street  car  riders,  that 
ticket  to  be  used  within  a  calendar  month,  so  that  the  worker  or  the 
person  who  is  so  situated,  so  far  as  his  home  is  concerned,  that  he 
is  compelled  to  use  the  street  car  to  go  back  and  forth  to  and  from 
his  work,  could  ride  at  a  very  much  lower  fare,  it  seems  to  me  that 
would  be  only  just.  On  the  other  hand,  of  course,  our  street  railway 
friends,  who  have  studied  the  matter  of  cost  a  great  deal,  will  tell  us 
that  to  carry  passengers  at  the  rush  hours  is  more  costly  than  to  carry 
a  passenger  during  the  non-rush  hours,  and  some  suggestion  has  been 
made  to  charge  a  higher  rate  of  fare  during  the  rush  hours  than  during 
the  non-rush  hours,  so  as  to  develop  a  non-rush-hour  traffic.  That, 
however,  appears  to  be  more  or  less  impracticable. 

But,  coming  back  to  my  original  point,  if  some  way  could  be  worked 
out  whereby  the  occasional  rider  should  be  obliged  to  pay  a  fixed  sum, 
it  seems  to  me  it  might  be  a  move  in  the  right  direction.  That  might 
be  worked  out  through  taxes,  if  you  had  a  municipally  owned  system. 
It  might  be  that  the  so-called  expenses  of  the  corporation  might  be 
charged  up  against  the  property  owners,  and  thus  the  automobile 
riders  reached,  assuming  that  the  automobile  owners  are  also  tax 
payers. 

Mr.  H.  G.  TAYLOR  of  Nebraska — Mr.  Chairman,  I  should  like  to  get 
information  from  those  Commissioners  having  under  their  jurisdic- 
tion a  number  of  cities,  as  to  what  has  been  the  effect  on  the  traffic 
of  increased  fares,  that  is,  whether  or  not  they  feel  safe  in  attributing 
to  increased  fares  a  shrinkage  in  the  traffic,  or  whether  or  not  that 
varies  with  different  communities?  I  have  understood  from  the  re- 
marks of  one  or  two  that  it  does  vary.  I  have  understood  that  there 
have  been  some  interesting  developments  of  that  kind.  I  personally 
would  like  to  have  some  information  on  that  point.  We  have  a  rate 
case  under  consideration  at  the  present  time.  In  fact,  we  have  had 
it  under  consideration  for  the  last  three  years  at  various  times,  and 
that  is  one  of  the  factors  seriously  in  the  minds  of  our  Commission, 
as  to  just  what  is  a  remedy.  If  the  increase  of  a  rate  reduces  the 
traffic  below  the  point  at  which  it  produces  revenue,  naturally  it  is 
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not  a  remedy  to  increase  the  rate  again.  If  the  increase  in  the  rate 
will  run  faster  than  the  decrease  in  the  traffic,  it  may  or  may  not  be 
a  remedy.  I  should  like  to  hear  from  some  of  the  men  who  have  had 
various  cities  and  different  conditions  under  their  observation,  to 
know  what  their  experience  has  been. 

Mr.  CARL  D.  JACKSON  of  Wisconsin — In  the  fall  of  1918,  after  we 
had  put  in  some  advances  in  fares,  there  was  a  great  falling  off  in  the 
traffic.  Beginning  with  January,  1919,  in  most  instances,  the  traffic 
came  right  up  with  the  increased  industrial  activity.  Since  that  time, 
of  course,  traffic  has  varied  in  different  cities  according  to  the  condi- 
tions that  have  existed ;  and  if  the  increase  in  the  rate  has  any  in- 
fluence on  the  decrease  in  traffic  I  should  say  it  was  very  slight,  because 
the  traffic  in  many  instances  in  our  state  is  larger  under  the  increased 
fares  than  ever  before.  I  think  Illinois  has  had  some  experience  in 
that  line  which  Mr.  Shaw  can  state. 

Mr.  WALTER  A.  SHAW  of  Illinois — Mr.  Chairman,  in  Illinois  we 
have  had  various  experiences.  We  commenced  to  authorize  increased 
fares  in  the  fall  of  1918.  Our  experience  in  Illinois  has  been  all  the 
way  from  the  smaller  cities  which  properly  should  not  have  street  cars 
at  all,  up  to  the  large  centers  like  Chicago.  I  might  illustrate  better 
perhaps  by  pointing  out  to  you  the  results  in  specific  cities. 

In  Joilet,  111.,  a  city  of  about  25,000  or  30,000  people  as  I  remember, 
rather  compactly  settled,  with  large  manufacturing  industries,  the  first 
increase  was  in  the  fall  of  1918.  I  think  we  permitted  increases  from 
five  cents  to  seven  cents,  or  a  40  per  cent,  increase.  We  required  the 
company  to  make  weekly  reports.  We  have  done  that  in  all  instances 
in  Illinois. 

The  effect  of  the  first  increase  was  that  traffic  fell  off  to  such  an 
extent  that  of  the  theoretical  40  per  cent,  increase  they  realized  about 
15  per  cent,  increase  in  their  actual  gross  receipts.  After  it  reached  that 
point  traffic  appeared  to  pick  up  again. 

About  a  year  after  that  we  permitted  the  company  to  increase  the 
fare  from  seven  to  ten  cents.  Apparently  there  was  no  decrease  in 
traffic  when  we  permitted  that  increase  from  seven  cents  to  ten  cents. 
It  appeared  from  the  result  at  Joliet  that  whatever  reduction  there  was 
on  account  of  increase  of  fares  took  place  after  the  first  increase. 

A  similar  experience  was  had  in  Elgin,  Illinois. 

In  Chicago  we  approved  the  first  increase  of  fares  about  the  middle 
of  the  summer  of  1919.  When  we  permitted  the  increase  in  fares  to 
go  into  effect  in  Chicago  we  expected  that  perhaps  we  would  lose  ten 
per  cent,  in  traffic  on  an  increase  from  five  cents  to  six  cents.  Instead 
of  a  loss  of  ten  per  cent,  in  the  traffic  they  actually  gained  five  per 
cent,  in  the  traffic.  Since  then  we  have  permitted  increases  from  six 
to  seven  cents,  and  the  fare  is  now  eight  cents  in  the  city  of  Chicago, 
with  apparently  no  loss  of  traffic,  and  apparently  about  the  normal 
increase. 

Now  as  to  zone  fares,  in  the  city  of  Sprngfield.  which  is  the 
capital  of  the  State  of  Illinois,  with  a  population  of  about  60.600  or 
65,000,  the  first  increase  in  fare  put  into  effect  was  to  seven  cents  cash, 
with  four  tickets  for  a  quarter.  At  the  end  of  three  or  four  months, 
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according  to  the  reports  of  the  company,  between  65  and  70  per  cent. 
of  the  traffic  traveled  on  ticket  fares  and  the  remainder  on  cash. 

About  six  months  after  the  permitted  increase  in  fares  in  Spring-- 
field, the  city  of  Rockford,  Illinois,  which  has  about  the  same  popu- 
lation as  Springfield,  and  which  has  many  industries  and  is  a  manu- 
facturing city,  applied  for  an  increase  of  fares.  The  two  street  rail- 
ways are  operated  by  the  same  holding  company.  We  had  before  us 
the  experience  of  the  amount  of  traffic  on  tickets  in  Springfield.  The 
Commission  believed  that  by  reason  of  Rockford  being  an  industrial 
center,  more  of  the  traffic  ought  to  be  on  tickets  than  in  .Springfield, 
and  we  permitted  the  same  increase.  The  result  was  that  in  about  a 
year's  business  40  per  cent,  of  the  traffic  went  on  ticket  fares  and  60 
per  cent,  on  cash  fares.  If  any  of  you  can  explain  why  that  was  the 
result,  I  should  be  glad  to  hear  it.  This  theory  has  been  advanced, 
that  during  the  war  period  labor  was  receiving  extravagant  wages, 
and  that  Springfield  being  the  capital,  the  greater  part  of  the  popu- 
lation consisted  of  retired  farmrs  and  people  of  that  kind,  clerks  and 
employees  at  the  State  House,  who  perhaps  paid  more  attention  to  the 
pennies  than  the  inhabitants  of  the  highly  paid  industrial  city  of 
Rockford.  Perhaps  that  is  true.  I  think  that  will  give  you  a  brief 
picture  of  what  has  happened  in  Illinois. 

Chairman  LEWIS — There  has  been  a  request  that  we  hear  from 
Chairman  Ainey,  of  the  Pennsylvania  Commission. 

Mr.  WILLIAM  D.  B.  AINEY  of  Pennsylvania — Mr.  Chairman  and 
members  of  the  Association  I  am  very  sorry  you  have  called  on  me 
at  this  time  when  I  know  of  no  words  of  wisdom  which  I  can  bring 
to  you  that  will  help  you  on  this  problem.  Since  you  have  called  on  me, 
however,  I  am  wondering  if  it  were  not  wise  in  the  first  place  for  us 
to  start  with  the  consideration  of  the  question  of  our  responsibility. 
As  I  have  listened  to  you,  my  colleagues,  and  to  you  Mr.  Chairman, 
I  have  been  thinking  as  to  our  responsibility.  There  has  been  an  effort 
on  the  part  of  our  street  railway  friends  to  throw  the  responsibility 
for  their  present  condition,  at  least  to  a  large  degree,  back  upon  the 
shoulders  of  the  regulatory  bodies  of  the  country;  and  certainly  I  am 
not  willing  to  take  upon  the  shoulders  of  the  Pennsylvania  Public 
Service  Commission  any  further  responsibility  for  the  unfortunate 
situation  in  which  many  of  these  street  railway  companies  find  them- 
selves, other  than  that  which  might  legitimately  grow  out  of  the 
statute  which  constitutes  our  organic  authority.  I  am  wondering 
therefore  if,  in  this  discussion,  we  ought  not  to  differentiate  clearly 
between  those  things  that  are  caused  extrinsically  of  any  regulatory 
power,  and  those  things  that  may  be  remedied  by  the  proper  application 
of  correct  regulatory  principles. 

In  the  second  place,  Mr.  Chairman,  it  occurs  to  me  that  there  is 
neither  mathematical  nor  other  formula  by  which  you  can  properly 
set  forth  in  clear  terms  what  the  street  railway  problem  is.  So  far 
as  I  have  been  able  to  analyze  it,  I  think  it  is  a  combination  resting 
with  different  emphasis  on  different  companies  and  different  localities, 
with  respect  to  those  elemental  features  of  which  I  will  speak  in  a 
moment.  In  some  places  perhaps  there  are  regulatory  features,  there 
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are  managerial  features,  in  others  there  are  matters  of  corporate  power, 
in  others  there  are  matters  of  the  psychology  of  the  local  community ; 
and  then  again  there  are  many  other  features  involving  the  close 
building  up  of  the  territory  served.  In  Pennsylvania  we  are  some- 
times confronted  with  the  question  of  contracts  made  years  and  years 
ago  with  municipalities,  under  which  in  some  instances  our  street  car 
companies  have  obligated  themselves  to  pave  the  highways  which  they 
occupy,  and  pave  them  from  curb  to  curb.  Yesterday  I  heard  a  case 
in  Harrisburg  where  there  was  an  effort  on  the  part  of  the  municipality 
to  enforce  an  obligation  on  the  part  of  the  street  railway  company 
occupying  the  street,  where  it  would  take  90  per  cent,  of  the  gross 
income  of  that  street  railway  company  to  pay  for  the  rebuilding  of  the 
pavement  from  curb  to  curb,  and  for  its  maintenance.  Now  no 
regulatory  body  can  solve  that  problem  unless  it  be  that  we  have  the 
power  to  set  aside  that  contract;  and  I  do  not  believe  we  ought  to  take 
that  upon  our  shoulders.  We  must  say  to  the  street  railway  com- 
panies, "  There  are  things  that  you  must  do,  that  we  cannot  do  for 
you ;"  and  we  are  not  going  to  permit  it  to  be  understood  throughout 
the  length  and  breadth  of  the  United  States  that  their  problems  are  to 
any  very  large  or  appreciable  degree  regulatory  problems.  ' 

I  have  listened  with  interest  to  the  gentlemen  who  have  preceded  me 
with  respect  to  the  effect  on  the  riding  habit  of  the  public  of  the 
increased  rates  of  fare.  I  do  not  believe  that  as  to  that  problem  you  are 
able  to  make  an  accurate  diagnosis  of  one  case  that  is  applicable  to 
any  other  city.  Frankly  I  will  say  that,  what  would  apply  to  the 
situation  in  Philadelphia  would  not  apply  at  all  to  Pittsburg.  It 
depends  primarily  on  what  is  the  character  of  the  riding  habit.  Perhaps 
along  that  line  it  may  be  worth  while  to  suggest  a  mathematical  formula 
that  I  do  not  think  has  been  emphasized  overmuch.  That  is  not  to 
determine  the  gross  number  of  riders,  not  to  determine  the  gross 
amount  of  revenue  or  the  net  return  from  the  operation  of  the  street 
railway  company  as  a  basis  by  which  you  may  settle  in  final  analysis 
what  is  the  effect  of  the  increased  fare ;  but  that  you  determine  what 
is  the  number  of  car  rides  per  year  per  unit  of  population  served  by 
that  community,  and  see  how  it  grows  or  how  it  decreases  from  year 
to  year  as  a  basis  to  start  with.  I  think  you  will  find  in  that  some 
standard.  The  president  of  the  Pittsburg  street  railway  told  me  the 
other  day  that  he  had  discovered  that  they  were  carrying  about  150 
persons  per  unit  of  population  per  year.  That  was  the  approximate 
figure.  He  did  not  have  it  accurately  before  him.  In  Philadelphia  a 
few  years  ago  they  were  carrying  288  passengers  per  unit  of  popula- 
tion in  that  city,  but  they  have  increased  it  to  468.  Now  with  that 
difference  between  288  and  468,  if  you  increase  the  fares  in  the  city 
of  Philadelphia  and  you  increase  the  fares  in  Pittsburg,  with  its  basis 
of  150  per  unit  of  population,  you  are  bound  to  have  a  different  effect 
upon  your  riding  habit,  because  in  the  one  city  they  undoubtedly  must 
have  attempted  to  get  the  short  riders,  those  who  could  walk  as  easily 
as  they  ride.  They  have  merchandised  their  proposition,  and  jyvhere 
that  situation  exists,  and  merchandising  activities  have  been  developed 
on  the  part  of  the  management  there  is  bound  to  be  a  greater  reaction 
on  the  increase  in  fare  than  there  is  in  the  other  city  where  they 
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have  not  merchandised,  and  have  not  gotten  that  type  of  riding  popu- 
lation. So,  Mr.  Chairman,  just  as  you  mentioned  in  the  very  excellent 
outline  of  the  problem  which  you  made,  it  is  difficult  for  us  at  this 
time  to  find  any  general  answer  that  would  he  applicable  to  all  needs. 
Of  course  all  of  you,  my  brethren  on  the  commissions,  have  been  face 
to  face  with  the  corporate  history  of  many  of  the  companies.  In 
Pittsburg  we  have  one  big  street  railway  that  is  in  the  hands  of  a 
receiver  and  it  was  in  the  hands  of  a  receiver  before  we  struck  any  of 
these  increases  in  wages  and  increases  in  cost  of  material,  and  un- 
questionably the  reason  why  it  went  into  the  hands  of  a  receiver  was 
because  of  a  very  unfortunate  corporate  history.  We  had  a  valuation 
of  that  property,  and  the  highest  estimate  made  by  the  engineers 
representing  the  company  was  not  one-half  of  the  amount  represented 
by  the  outstanding  stocks  and  bonds.  Of  course  under  those  circum- 
stances the  credit  of  the  company  is  gone  and  no  rate  of  fare  is  going 
to  bring  back  that  credit.  It  means  that  the  company  has  its  own 
responsibility,  and  I  think  we  ought  to  be  careful  not  to  let  it  be  spread 
broadcast  that  we  have  a  remedy  that  is  going  to  cure  all  the  admitted 
ills  of  the  street  railways  of  the  United  States.  A  responsibility 
rests  upon  us  unquestionably,  and  I  am  sure  that  our  commissions  will 
meet  that  responsibility  and  will  meet  the  problems  of  these  street 
railway  companies  as  they  are  presented  to  us  and  will  meet  them 
generously,  believing  that  only  as  they  are  able  to  function  in  and  of. 
themselves  in  a  corporate  capacity  will  they  be-  able  to  render  good 
service,  but  on  the  other  hand  only  as  they  will  meet  those  condit'ons 
which  are  entirely  outside  of  the  contract  which  we  have  will  there 
be  an  ultimate  solution. 

Chairman  LEWIS — We  are  certainly  under  many  obligations  for 
your  interesting  talk.  Would  it  be  an  interruption  to  ask  you  what 
is  your  reaction  on  the  service-at-cost  theory? 

Mr.  AINEY — In  Pennsylvania  we  are  perhaps  a  little  differently  situ- 
ated than  other  commissions  are.  Under  the  provisions  of  our  organic 
act  in  Pennsylvania  we  feel  that  we  have  every  single  feature  that 
has  operated  well  in  the  service-at-cost  plan,  but  we  are  free  from 
some  of  the  features  of  the  service-at-cost  plan  which  we  think  to  be 
very  objectionable.  After  all  said  and  done  so  far  as  the  service-at- 
cost  plan  is  concerned,  there  are  two  things  it  cannot  do.  It  cannot 
and  does  not  cure  the  labor  troubles.  We  have  in  Philadelphia  a  labor 
organization  connected  writh  the  Philadelphia  rapid  transit,  which  for 
ten  years  has  not  struck.  There  have  been  no  labor  troubles  at  all ; 
and  when  the  company  was  unable  to  pay  the  increase  in  their  wages, 
11,000  of  those  men  gathered  together  in  their  different  organizations 
and  sent  word  to  the  president  of  that  company  that  they  would  be 
perfectly  willing  to  postpone  the  receipt  of  that  increase  until  such 
time  as  he  found  he  would  be  able  to  pay  them,  which  it  seems  to  me 
was  a  most  astonishing  statement  and  one  unique  in  street  railway 
problems.  But  that  is  entirely  independent  of  service  at  cost.  It 
seems  to  me  that  there  is  one  difficulty  about  service  at  cost.  I  am 
speaking  academically.  One  difficulty  is  that,  it  brings  the  street  rail- 
way operating  problem  so  close  to  political  control  in  every  locality 
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where  the  men  in  charge  of  the  politics  have  a  very  close  contact  with 
the  voters,  and  that  brings  a  political  pressure  to  bear  which  we  are 
relieved  from  in  Pennsylvania  by  reason  of  the  terms  of  our  organic 
act. 

Chairman  LEWIS — We  still  have  twenty  minutes,  which  is  time 
enough  for  seven  or  eight  expressions.  We  have  here  a  Commissioner 
from  Ohio,  which  seems  to  be  a  favorite  hunting  ground  of  the  service- 
at-cost  theory.  They  have  it  at  Cleveland  and  Cincinnati,  and  only 
this  week  I  believe  it  was  introduced  at  Toledo.  Would  Commissioner 
ClenDening  like  to  say  anything? 

Mr.  B.  M.  CLENDENING  of  Ohio — Mr.  Chairman,  the  Ohio  Com- 
mission have  had  lots  of  trouble,  but  thank  the  Lord  the  street  car 
problem  is  not  one  of  them.  When  the  Ohio  Public  Utilities  act  was 
passed  in  1911  in  obedience  to  a  public  demand,  the  street  car  com- 
panies of  the  state,  believing  then,  as  the  average  utility  did,  that  they 
did  not  want  regulation,  and  having  a  powerful  lobby,  succeeded  in 
writing  into  the  utility  act  this  clause ; 

"  This  act  shall  not  apply  to  street  car  companies  whose  lines  are 
wholly  within  the  limits  of  a  municipality." 

They  considered  that  they  had  accomplished  a  great  thing.  In  the 
last  three  years  of  stress  and  trouble  they  would  give  a  great  deal  if 
they  could  erase  that  clause  from  the  utilities  act,  but  we  have  stood 
pat  upon  the  law  as  they  framed  it,  and  consequently  we  have  had 
nothing  to  do  with  street  car  troubles,  and  we  do  not  want  anything 
to  do  with  them. 

Chairman  LEWIS — Let  us  hear  from  someone  else.  It  is  your  meet- 
ing. 

Mr.  WILLIAM  M.  SMITH  of  Michigan — Mr.  Chairman,  we  are  in  a 
way,  only  for  different  reasons,  in  the  same  position  as  my  brother 
from  Ohio.  Until  a  little  over  a  year  ago  the  Michigan  Commission 
had  absolutely  nothing  to  do  with  any  street  railway  system,  and  when 
the  new  utilities  law  was  passed,  which  took  effect  May  16,  1919,  the 
only  reference  to  street  railway  systems  was  that  there  was  a  provision 
in  the  law  that  where  the  municipalities  and  street  railway  system 
agreed,  they  might  come  under  the  regulation  of  the  Commission. 
Now  three  street  railway  companies  have  come  under  the  regulation 
of  the  Commission  by  consent  of  the  operating  or  owning  company 
and  the  municipality.  Bay  City  with  about  50,000  population,  Muske- 
gon  and  Muskegon  Heights,  which  together  have  a  population  of  about 
35.000,  and  the  Houghton  street  railway,  with  a  population  of  possibly 
35,000  or  40,000  in  Houghton,  Hancock  and  Calumet  together,  have 
come  under  our  jurisdiction.  We  have  not  Detroit.  We  have  estab- 
lished the  fares  in  those  three  localities,  Houghton,  Bay  City  and 
Muskegon.  Four  other  cities  came  to  us,  the  municipalities  and  the 
street  railway  companies  and  asked  our  advice,  and  practically  said  to 
us,  "  We  will  put  in  any  fare  you  suggest."  We  hesitated  to  suggest, 
but  finally  did  make  suggestions  for  the  city  of  Lansing  with  about 
50,000  population,  Jackson  with  about  55,000  population,  Battle  Greek 
with  about  40,000  population  and  Kalamazoo  with  about  40,000.  We 
suggested  ten  cents  cash  fare,  four  tickets  for  thirty  cents,  and  five 
cents  for  children,  and  those  fares  were  put  in  effect,  merely  on  our 
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suggestion.  There  was  no  order  or  anything  of  the  kind.  We  did  not 
want  the  street  railways,  but  I  am  frank  to  say  that  it  looks  as  though 
they  were  coming  to  us  and  we  may  have  a  good  deal  to  do  with  them 
.soon. 

As  far  as  Detroit  is  concerned,  it  has  had  a  street  railway  problem 
for  forty  years,  and  I  think  there  are  a  great  many  of  the  politicians 
of  the  city  who  want  one  for  forty  years  more.  It  has  made  governors 
and  mayors  and  all  sorts  of  officials,  and  I  think  they  always  want  it 
down  there.  They  are  not  ready  to  eradicate  it.  We  do  not  know 
very  much  about  street  railways,  because  we  have  had  so  little  to  do 
with  them. 

In  answer  to  the  suggestion  of  Brother  Taylor  of  Nebraska  I  will 
say  that  in  Battle  Creek,  Kalamazoo,  Lansing  and  Jackson,  in  which  we 
have  suggested  rates  of  fare  that  have  been  put  into  operation,  the 
raise  from  seven  cents  in  two  or  three  of  them  and  six  in  the  others  to 
.  seven  and  one-half  cents  or  four  tickets  for  thirty  cents,  and  ten  cents 
cash  fare,  has  cut  the  number  of  riders  7  per  cent,  in  the  city  least 
affected  of  those  four,  and  22  per  cent,  in  the  city  most  affected.  That 
was  the  effect  of  those  recommendations,  which  were  voluntarily 
adopted. 

Mr.  T.  A.  BROWNE  of  Nebraska — Was  that  an  immediate  effect? 

Mr.  SMITH  of  Michigan — Yes,  comparing  the  months  preceding  the 
going  into  effect  of  the  increased  fare,  and  the  next  month  after,  that 
was  the  result.  It  would  appear  to  have  been  largely  at  least  due  to 
that  change  in  the  fare.  It  looks  to  us  as  though  in  Michigan  we  were 
going  to  be  compelled  to  have  much  more  to  do  with  street  railway 
systems ;  and  it  has  seemed  to  us  in  the  short  investigation  we  have 
made  that  the  thing  to  do  in  case  they  come  to  us  entirely  would  be  to 
make  the  lowest  fare  possible.  We  have  never  figured  out  any  way 
to  add  another  tax  to  the  man  who  owns  an  automobile  and  make  him 
pay  it  because  he  does  not  ride  on  the  street  car.  Maybe  that  is  a 
good  plan,  but  it  seems  to  us  that  if  possible  street  car  fares  ought  to 
be  kept  at  five  cents,  although  it  may  not  be  possible,  and  in  order  to 
accomplish  that  it  appeared  to  us  as  though  the  cities  should  absolve 
the  street  railway  companies  from  the  paving  between  the  tracks. 
They  have  gone  to  the  extent  of  compelling  the  street  railway  com- 
panies in  some  of  the  Michigan  cities  to  pay  rent  for  bridges  across 
which  they  run,  and  in  others  to  build  the  bridges  across  rivers,  upon 
which  they  run  their  tracks,  and  the  city  occupies  those  bridges  without 
price  or  cost,  and  we  have  wondered  whether  it  was  not  the  experience 
of  the  States  that  have  had  the  most  to  do  with  street  railway  problems 
that  it  would  be  a  good  idea  to  take  from  the  street  railway  companies 
all  the  burdens  except  the  carrying  of  passengers,  and  get  the  fare  just 
as  low  as  possible  by  absolving  the  street  railway  company  from  every 
possible  obligation  except  the  mere  carrying  of  the  passengers.  We 
are  such  novices  on  the  subject  of  street  railways  that  we  have  not  any 
advice  to  offer  to  anybody. 

Mr.  ALEXANDER  FORWARD  of  Virginia — Mr.  Chairman,  the  people  of 
Virginia  have  never  been  accused  of  an  excess  of  modesty  in  reckoning 
the  advantages  of  living  in  that  S'tate,  but  I  think  from  what  we  have 
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heard  here  that  we  have  really  some  reason  to  congratulate  ourselves 
on  the  small  amount  of  our  street  railway  troubles  in  Virginia.  The 
highest  fare  we  have  in  Virginia  is  seven  cents,  and  that  applies  to  one 
city  only,  Newport  News.  We  have  six  cent  fares  in  four  cities  and 
in  the  other  cities  the  fares  are  five  cents.  All  of  our  street  railway 
companies  are  and  have  been  solvent.  We  have  had  no  receiverships 
and  no  bankruptcy.  They  are  all  doing  business.  We  have  had  no 
applications  for  increases  of  fares  on  any  street  railway.  We  have 
had  one  on  an  interurban  railway,  at  Newport  News.  The  result  in 
the  three  summer  months  of  June,  July  and  August  of  1920  showed  a 
smaller  amount  of  gross  revenue  at  seven  cents  than  the  same  months 
in  1919  at  five  cents,  but  that  is  accounted  for  both  by  the  company 
and  the  people  by  the  fact  that  in  1919  many  thousands  of  the  boys 
were  landing  at  Newport  News  from  abroad,  and  were  met  there  by 
their  families,  and  that  caused  an  unusually  large  amount  of  travel. 

The  street  railway  companies  of  the  six-cent  cities  and  the  five-cent 
cities,  where  the  six  for  a  quarter  tickets  were  abolished,  agree  in  re- 
porting to  us  that  the  increased  fare  has  made  no  appreciable  reduc- 
tion in  the  amount  of  travel. 

Chairman  LEWIS — We  are  certainly  interested  in  New  York.  Is 
there  anyone  here  from  New  York  ? 

Mr.  JAMES  B.  WALKER  of  N.  Y.  (First  district) — Mr.  Chairman, 
I  do  not  know  that  I  can  explain  to  you  the  peculiar  situation  in  New 
York,  because  I  am  not  a  lawyer,  and  there  have  been  a  great  many 
court  decisions;  but  the  street  railways  are  divided  into  two  classes, 
the  surface  lines  and  the  rapid  transit  lines.  The  rapid  transit  lines 
are  the  subway  and  elevated  lines,  and  the  surface  lines  are  the  trolley 
cars. 

The  rapid  transit  lines  have  contracts  with  the  city  and  those  con- 
tracts stipulate  five-cent  fares.  The  surface  lines  have  franchises 
granted  either  by  the  State  or  by  the  city  government,  and  some  of 
those  franchises  specify  five-cent  fares.  In  the  so-called  Quinby  case 
in  Rochester,  brought  about  two  years  ago  by  the  city  of  Rochester, 
the  court  of  appeals  held  that  the  legislature  had  not  delegated  to  the 
Public  Service  Commission  the  right  to  regulate  fares  fixed  by  muni- 
cipal franchises  and  based  upon  constitutional  consents.  In  1875  a  con- 
stitutional amendment  was  adopted  providing  that  the  consent  of  local 
authorities  must  be  given  to  all  street  railways  prior  to  operation.  The 
Public  Service  Commission  for  the  first  district  is  empowered  by  law 
to  regulate  the  fares  of  street  railways.  On  attempting  to  do 
it,  it  was  met  in  the  case  of  a  company  in  Queens  Borough,  a 
small  company,  by  opposition  from  the  city  government  of  New 
York  City,  which  applied  for  a  writ  of  prohibition  to  prevent 
the  commission  from  even  considering  the  application  of  the  Borough 
of  Queens  company  for  an  increase  in  fare.  That  writ  of  prohibition 
was  upheld  by  the  appellate  division,  but  overruled  by  the  court  of 
appeals.  Then  the  court  of  appeals  decision  on  that  and  some  later 
cases  was  further  clarified  by  the  decision  that  in  the  case  of  franchfses 
granted  prior  to  1875  and  subsequent  to  1907  when  the  public  service 
commission's  law  was  passed,  the  commission  had  jurisdiction  over 
rates,  but  that  as  to  franchises  granted  between  1875,  the  date  of  the 
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constitutional  amendment,  and  1907,  the  date  of  the  creation  of  the 
Public  Service  Commission,  that  Commission  had  no  jurisdiction  over 
franchises  that  fixed  the  rates  of  fare,  but  that  as  to  franchises  granted 
even  during  that  period  where  the  franchises  themselves  did  not  fix 
the  rate  of  fare,  the  Public  Service  Commission  has  the  power  of  regu- 
lation. That  is  the  most  recent  decision,  and  there  are  several  cases 
pending  before  our  Commission.  In  one  case  the  Commission  granted 
an  eight  cent  fare,  to  a  line  operating  on  Staten  Island.  The  other 
cases  are  pending,  with  the  exception  of  the  case  of  one  company  in 
Long  Island  to  which  the  Commission  gave  a  zone  fare,  so  that  they 
are  actually  operating  under  increased  fares;  but  that  company  and 
the  Staten  Island  Company  are  the  only  companies  in  New  York  which 
have  been  granted  increased  fares. 

The  Brooklyn  Rapid  Transit  Company,  which  operates  some  of  the 
city-owned  subways,  with  the  Brooklyn  elevated  lines,  under  its  con- 
tract providing  for  a  five  cent  fare,  as  well  as  the  surface  cars  in 
Brooklyn,  has  been  in  bankruptcy  for  over  a  year.  It  is  in  the  hands 
of  a  receiver,  and  the  latest  statement  I  saw  was  that  its  deficit  was 
something  over  $800,000  for  the  last  year. 

The  Interborough  Rapid  Transit  Company,  which  operates  the  sub- 
ways in  Manhattan,  the  Bronx  and  Brooklyn,  and  the  elevated  to 
Queens  and  the  Bronx,  has  been  on  the  ragged  edge  for  more  than 
a  year,  and  its  manager  states  that  unless  the  company  gets  relief 
it  will  go  into  the  hands  of  a  receiver  within  a  short  time.  Whether 
that  is  true  or  not  I  do  not  know. 

That  is  the  situation  we  have  had  in  New  York.  Our  hands  have 
been  tied  by  the  position  of  the  city  government,  and  even  though  the 
Commission  was  disposed  to  grant  relief — and  the  disposition  of  the 
Commission  has  been  to  grant  some  relief — it  has  not  been  able  to  do 
so  except  in  those  few  cases  where  there  was  no  opposition. 

Chairman  LEWIS — We  are  nearing  four  o'clock.  Does  anyone  else 
want  to  speak  on  this  subject? 

Mr.  JAMES  A.  PERRY  of  Ga. — I  wish  it  were  possible  for  the  street 
car  riders  in  Georgia  to  hear  what  has  been  said  here  this  afternoon 
about  the  troubles  that  other  parts  of  the  country  are  experiencing. 
Seven  cents  is  the  highest  fare  we  have  in  Georgia,  and  I  attribute  a 
great  deal  of  the  kind  feeling  on  the  part  of  the  public  toward  the 
street  car  companies  in  Georgia — with  perhaps  one  exception — to  the 
friendly  manner  in  which  they  handle  their  properties,  their  close  fel- 
lowship with  their  customers  as  it  were,  and  that  may  explain  in  part 
some  of  my  convictions  as  announced  this  morning. 

I  have  in  mind  one  city  in  Georgia  of  more  than  60,000  population, 
where  they  had  a  contract  with  the  municipality  fixing  five  cents  as  the 
maximum  as  well  as  the  minimum  rate,  beyond  which  they  could  not 
go.  The  owners  of  this  property  went  to  the  mayor  and  council  of 
that  city,  in  1918,  and  put  their  cards  on  the  table,  and  the  municipal 
authorities  of  that  city  voted  unanimously  to  disregard  that  contract 
and  to  allow  the  street  car  company  to  increase  their  rate  to  six  cents. 
About  four  or  five  months  ago  the  same  management  went  back  to 
the  municipal  authorities,  who  were  perhaps  largely  the  same  men, 
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and  made  a  showdown  again,  and  the  fare  was  by  unanimous  consent 
increased  to  seven  cents.  So  there  is  a  great  deal  that  utility  com- 
panies of  this  kind  can  get  if  they  go  at  it  in  the  right  way  and  if  they 
take  the  public  into  their  confidence  and  play  fair  with  them.  I 
believe  in  it  absolutely. 

Another  illustration  as  to  how  utilities  can  get  along.  I  have  in 
mind  a  case  we  heard  in  one  of  our  cities  last  year.  We  spent  five 
days  hearing  an  application  for  an  increase  of  electric  light  and  power 
rates.  The  application  was  bitterly  fought.  About  three  weeks  after 
that  we  were  at  another  sitting,  and  we  covered  more  ground,  involv- 
ing more  than  twice  the  amount  of  property,  and  we  finished  that 
case  in  one  day.  In  the  first  case  there  was  a  scrap  with  the  lawyers 
on  either  side  from  start  to  finish.  In  the  second  case  they  were  call- 
ing each  other  Bill  and  John  and  "  I  will  give  you  this  exhibit,  and 
come  to  my  office  and  I  will  be  glad  to  show  you  that,"  or  "  You  may 
use  this  contract.  This  property  cost  so  and  so.  We  want  to  show 
you  the  whole  truth."  We  finished  that  case  in  one  day. 

Unless  the  rate  is  put  at  a  prohibitive  amount  I  do  not  believe  there 
is  anything  to  be  apprehended  in  the  loss  of  traffic.  We  have  not 
observed  any  decrease  in  travel  in  a  single  instance  where  we  have 
granted  increases  in  Georgia — not  one.  On  the  contrary  the  travel 
has  increased  by  leaps  and  bounds  in  most  cases.  Of  course  we  are 
in  a  more  favorable  condition  down  there,  compared  to  the  cases 
which  have  been  discussed  heretofore  as  a  whole,  in  that  we  are  not 
burdened  with  the  cost  of  coal.  However,  the  State  of  Pennsylvania 
is  situated  right  by  the  coal  fields,  and  that  is  mentioned  as  one  place 
where  they  suffer  so  much  in  the  cost  of  operation  as  reflected  in  the 
price  of  coal.  In  one  important  case  in  Georgia  they  asked  for  an 
eight-cent  fare.  The  Commission  gave  them  only  seven  cents.  But 
in  our  section  the  people  in  the  main  are  of  the  same  mind.  If  they 
believe  the  conditions  warrant  it,  and  that  the  utility  is  paying  only 
a  fair  return  on  the  property,  the  question  of  the  rate  has  very  little  to 
do  with  it  as  far  as  satisfying  the  people.  That  is  my  honest  opinion 
about  it  and  I  believe  that  it  is  true.  Of  course  I  am  not  imposing 
these  views  as  being  applicable  to  a  different  community,  but  it  is  cer- 
tainly worth  while  to  have  a  trial  of  it. 

Mr.  H.  BOZELL  (Editor  Electric  Railway  Journal) — May  I  ask  a 
question  ? 

Chariman  LEWIS — Certainly. 

Mr.  BOZELL — Are  the  taxes  in  the  various  cities  on  the  gross  or  on 
the  net  receipts  of  the  street  railways? 

Chairman  LEWIS — I  believe  you  will  find  different  bases  in  different 
states.  In  our  state  it  is  on  property  value,  regular  assessment.  I 
know  in  some  states  it  is  on  the  gross  revenue. 

Mr.  BOZELL — Is  there  anyone  who  has  under  his  jurisdiction  a  city 
where  two  or  more  street  car  companies  are  run  under  different  con- 
ditions, where  a  rate  of  fare  which  will  return  a  reasonable  earnifig 
to  one  company  will  not  return  it  to  the  other?  That  condition  exists 
in  the  city  of  Washington  here.  There  are  two  street  railway  com- 
panies, one  with  many  long-distance  hauls,  that  is  not  as  profitable 
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as  the  other,  and  it  is  very  difficult  to  fix  a  rate,  because  one  company 
has  a  large  income  and  the  other  has  a  small  income. 

Chairman  LEWIS — I  think  you  will  find  that  condition  in  San  Fran- 
cisco where  they  have  a  municipal  line  and  also  a  private  line.  That 
is  the  only  one  I  have  in  mind.  Does  any  one  recall  another? 

Mr.  CLENDENING — There  are  four  in  Dayton,  Ohio. 

Mr.  CALDERHEAD — There  are  two  in  Seattle. 

Mr.  PERRY — As  to  your  long  and  short  haul  line,  the  important 
question  is  as  to  the  kind  of  territory  that  the  short-haul  line  serves. 
If  the  short-haul  line  is  serving  a  congested  territory,  I  can  see  why 
perhaps  a  greater  rate  would  be  justified  on  the  long-haul  line,  where 
the  travel  is  not  so  heavy. 

Mr.  BOZELL — In  the  city  of  Washington  part  of  it  is  in  competition, 
in  a  part  of  the  city,  and  in  other  parts  not. 

Chairman  LEWIS — This  has  been  a  very  encouraging  conference. 
May  I  say  that  these  conferences  are  not  expected  to  come  to  any 
resolution.  We  meet  only  for  the  purpose  of  exchanging  views.  Cer- 
tainly we  have  seen  that  the  problems  of  our  local  communities  are 
general  in  their  character,  not  only  nation-wide,  but  they  spring  out  of 
conditions  which  are  world-wide.  The  higher  cost  of  money  is  one 
of  the  difficulties  we  have  today.  I  just  want  to  call  attention  to  a 
few  points  that  have  been  made  here. 

Mr.  Flad  was  very  much  interested  in  the  preservation  of  the  short 
haul.  I  think  we  all  agree  that  if  it  is  possible  we  want  to  save  to 
the  street  car  companies  their  short-haul  passengers,  because,  of  course, 
the  short  haul  is  the  revenue-producer.  We  believe  with  Mr.  Smith 
that  if  it  is  possible  to  maintain  a  basic  fare  of  five  cents,  by  all  means 
it  should  be  done.  We  believe  in  the  five-cent  fare.  With  many  re- 
ceiverships around  us  we,  in  Indiana,  have  not  had  a  receivership  in 
our  state  growing  out  of  the  conditions  of  the  war,  and  we  have  prob- 
ably been  the  most  parsimonious  in  the  matter  of  fares  of  any  state 
I  know  of  that  is  under  a  regulatory  commission.  The  companies 
have  all  emerged  from  the  war  period  in  a  solvent  condition,  and  in 
fairly  good  shape.  They  are  now  ready  to  face  the  reconstruction 
period  in  a  satisfactory  manner.  For  the  purpose  of  trying  to  save 
the  street  railway  companies  I  would  suggest  to  them  that  they  go  to 
the  legislature  and  ask  the  legislature  in  the  most  positive  and  affirma- 
tive way  to  relieve  them  of  these  paving  and  franchise  taxes  and 
various1  other  things  like  that.  It  is  far  better  that  a  community  have 
a  five-cent  fare  than  to  have  the  street  car  company  pay  for  the  paving 
and  have  a  higher  fare.  It  is  better  to  let  the  people  who  can  afford 
automobiles  pay  for  the  pavements  over  which  the  automobiles  run. 
When  I  refer  to  the  people  who  own  automobiles  I  also  refer  to  the 
people  who  own  the  trucks  that  use  your  streets.  If  you  will  look 
at  one  of  your  principal  streets  you  will  see  automobiles  parked  on 
either  side,  with  the  result  that  the  street  car  tracks,  paved  by  the 
company,  are  the  only  avenues  for  the  movement  of  the  traffic  of  your 
city.  It  is  an  unfair  load  that  is  laid  on  the  poorer  classes  of  people 
in  the  city. 

I  have  been  particularly  impressed  with  the  suggestion  made  by 
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some  one  here  this  afternoon  of  trying  to  find  a  method  of  laying  on 
the  automobile  rider  the  application  of  the  service-at-cost  principle. 
He  is  the  man  who  does  not  contribute  to  the  upkeep  of  these  vital 
necessities  during  the  good  seasons  of  the  year,  and  he  creates  the 
crowded  conditions  during  storms  and  during  the  winter,  and  those 
are  the  conditions  which  in  every  city  produce  criticism  of  street 
railway  systems. 

Another  point  that  it  is  well  to  bear  in  mind  is  that  it  is  hardly  fair 
to  make  a  comparison  of  loss  or  increase  in  traffic  that  has  followed 
the  increase  in  fares,  for  the  reason  that  so  many  of  these  increases 
in  fares  were  placed  in  effect  during  the  influenza  epidemics.  There 
were  two  of  them,  and  they  had  a  most  marked  effect  on  transportation. 
Another  reason  for  the  inability  to  make  a  fair  analysis  is  that  this 
was  immediately  followed  by  the  most  marvelous  increase  of  popula- 
tion of  your  cities,  by  the  return  of  four  million  soldiers,  and  the 
resumption  of  social  affairs,  and  the  most  abnormal  industrial  activi- 
ties we  have  ever  known,  and  the  wildest  ideas  as  to  the  value  of 
money.  It  seems  to  me  it  is  not  fair  to  make  a  hard  and  fast  analysis 
of  the  effects  of  the  increase  of  fares.  If  you  increase  the  fare  at  a 
period  when  all  these  conditions  are  not  operating,  we  will  see  an 
altogether  different  result  in  the  riding  habit. 

Now,  finally,  this  country  has  had  some  experience  with  attractive 
slogans.  We  have  had  the  slogan,  "  Let  the  people  rule,"  and  it  gave 
us  the  direct  primary ;  and  even  the  most  partisan  advocates  of  the 
direct  primary  are  somewhat  dissatisfied  with  it.  It  has  not  proven 
all  that  the  slogan  called  for.  We  have  had  the  "  cost-plus  "  slogan, 
and  it  has  produced  the  worst  kind  of  graft.  I  am  predicting  that 
a  year  or  two  from  now  we  will  find  that  the  very  attractive  slogan  of 
"  service  at  cost  "  will  have  failed  to  come  true.  I  think  we,  as  Com- 
missioners, should  carry  this  idea  with  us,  that  the  regulatory  com- 
mission laws  in  most  instances  set  up  a  service-at-cost  plan.  (Ap- 
plause.) When  we  make  a  rate,  we  either  ascertain  the  true  value 
of  the  property  or  we  make  the  best  ascertainment  of  it  that  is  possible 
in  the  short  length  of  time  that  we  have  available  in  these  tremendous 
days  that  we  have  passed  through.  What  do  we  do?  We  then  take 
the  cost  of  the  money,  plus  the  cost  of  the  depreciation,  plus  the  cost 
of  the  labor,  plus  the  taxes,  and  we  put  them  all  together,  and  on 
those  costs  we  give  the  people  a  service-at-cost  rate.  And  in  the  final 
analysis  there  is  nothing  else  to  it.  That  is  the  theory  of  regulation, 
and  that  is  the  story  of  it,  and  we  want  to  bear  that  well  in  mind. 

State  commissions  are  more  removed  from  local  influences  than  city 
street  car  commissioners.  We  do  not  have  the  contract  that  Dr.  Ainey 
has  referred  to,  and  which  will  lead  ultimately  to  the  construction  of 
needless  lines  and  the  operation  of  needless  lines  and  the  invitation 
for  higher  operating  costs.  If  you  have  a  service-at-cost  plan,  and 
the  manager  is  confronted  by  the  high  cost  of  coal,  what  in  the  world 
is  there  to  push  him  out  to  get  $4  coal  when  people  are  around  his  office 
wanting  to  sell  him  coal  at  $7  ?  He  says,  "  What  difference  does  it 
make  to  me?  I  can  pass  this  along.  Our  people  are  guaranteed  7 
per  cent,  anyhow."  So  we  do  not  want  to  get  away  entirely  from  the 
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theory  of  keeping  the  responsibility  on  these  utilities  for  good,  clean, 
economic  operation. 

And  finally  we  have  seen  in  two  cities  of  this  country,  notably,  New 
York  and  Chicago,  the  manner  in  which  the  street  railway  is  being 
used  for  political  purposes. 

Mr.  SMITH  of  Michigan — And  in  Detroit? 

Chairman  LEWIS — We  might  apply  that  to  almost  every  town  that 
has  a  municipal  ownership  problem,  or  where  a  crowd  is  fighting  for 
control.  It  has  been  very  interesting  to  me  to  go  to  New  York  and 
Chicago  and  talk  to  the  barbers  who  shave  me  and  say,  "  What  do 
you  think  about  Hylan  ?  "  or  "  What  do  you  think  about  Thompson  ?  " 
"  Well,  we  are  for  him."  "  Why?"  "  He  is  going  to  give  us  five-cent 
fares." 

Everybody  knows  that  if  a  five-cent  fare  was  a  fair  fare  before 
the  war,  it  is  not  a  fair  fare  today,  and  that  no  politician  can  per- 
manently deliver  service  at  less  than  cost. 

It  has  been  a  very  great  pleasure  to  have  this  conference  this  after- 
noon. I  will  surrender  the  chair  to  Hon.  Henry  R.  Trumbower,  of 
Wisconsin,  who  will  be  Chairman  of  the  Round  Table  Conference  on 
the  Enforcement  of  Service  Standards ;  and  before  I  turn  the  chair 
over  to  him  may  I  suggest  that  the  Executive  Committee  in  planning 
this  round  table  conference  had  in  mind  that  service  standards  have 
been  set  up,  and  that  we  have  gone  into  hard  times,  hard  operating  con- 
ditions, to  which  has  been  added,  since  the  war  is  over,,  very  great  diffi- 
culty in  obtaining  money  for  needed  extensions  and  betterments  and 
for  the  maintenance  of  some  of  the  standards  of  the  past.  I  do  not 
know  whether  Mr.  Trumbower  will  follow  that  line  or  not,  but  it 
would  be  very  interesting  for  us  to  discuss. 

THE  ENFORCEMENT  OF  SERVICE  STANDARDS. 

Chairman  HENRY  R.  TRUMBOWER — It  has  always  been  considered 
essential  that  the  service  of  a  corporation  must  be  Vegulated  as  well 
as  the  rates.  Now  I  have  had  the  feeling  for  some  time  that  public 
utility  commissions  and  regulatory  commissions  have  perhaps  in  the 
past  had  their  eyes  too  much  on  the  matter  of  rate  regulation,  and  have 
more  or  less  passed  over  the  problem  of  the  regulation  of  service ; 
because  poor  service,  even  at  a  low  rate,  is  very  expensive  to  the  con- 
sumer. It  is  just  the  same  in  railroad  service.  What  the  shipper  is 
primarily  interested  in  is  service  rather  than  rates,  unless  the  matter  of 
competition  comes  up.  And  so  in  public  utility  companies  the  matter 
of  service  is  really  of  prime  importance  to  the  consumer.  Now  the 
question  which  a  commission  has  to  face  is  how  to  enforce  certain 
standards  of  service ;  and  in  order  to  hold  companies  up  to  certain 
requirements,  it  is  necessary  that  standards  be  adpted. 

The  method  and  plan  generally  followed  in  adopting  standards  of 
service  in  utilities,  like  electric,  gas,  telephone,  water  and  other 
municipal  utilities,  is  for  the  engineer  department  of  the  commission 
to  draw  up  a  tentative  set  of  rules  and  standards,  and  then  hold  a 
hearing  on  such  tentative  rules  and  service  requirements,  in  which 
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the  public  utility  companies  of  the  city,  and  others  who  are  interested 
in  such  matters  participate  quite  fully.  I  think  it  is  found  very  often 
by  commissions  that  certain  rules  are  proposed  and  certain  standards 
are  suggested  which  are  found  after  a  full  discussion  to  be  more  or 
less  impracticable  so  far  as  their  enforcement  is  concerned. 

One  of  the  problems  which  arises  very  early  in  such  work  is 
classification,  so  far  as  the  utilities  themselves  are  concerned.  There 
are  certain  utilities  operating  in  communities  of  different  size.  You 
expect  more  from  certain  utilities  than  can  be  expected  from  other 
utilities.  Take  the  matter  of  standards  for  telephone  service.  Our 
commission  has  been  helped  very  much  by  the  interest  which  the 
progressive  telephone  men  of  the  State  have  shown  in  such  matters. 
We  have  found  that  the  up-to-date  telephone  men  are  insisting  on  high 
standards  of  service.  They  have  a  certain  interest  of  thejj  own  at 
stake  in  them.  They  desire  to  make  the  weaker  companies  Tive  up  to 
a  standard  which  they  can  meet,  so  that  unfavorable  comparisons  will 
not  be  made. 

After  these  standards  have  been  enunciated  by  the  commission,  for 
gas,  water,  electric  and  telephone  service,  when  it  comes  to  the  enforce- 
ment of  them  a  great  many  difficulties  are  met  with.  At  least  we  have 
found  it  to  be  so.  In  the  first  place  we  do  not  have  the  time  nor 
have  we  the  inspection  force  necessary  to  make  the  100  per  cent, 
inspection  which  is  essential.  Periodical  inspectors  are  sent  around 
making  routine  inspections.  When  complaints  arise  an  inspector  is 
sent  out  on  a  special  case.  Now  in  most  cases  the  utility  company  will, 
as  far  as  it  is  able,  cooperate  with  the  service  department,  and  will 
meet  the  suggestions  made  and  try  to  put  into  effect  whatever  sugges- 
tions are  made.  As  suggested  by  Commissioner  Lewis,  it  has  been 
extremely  difficult  in  the  last  few  years  to  hold  the  companies  up  to 
the  standards  which  prevailed  prior  to  the  war,  largely  on  account  of 
the  inability  to  get  materials  to  make  improvements  and  extensions, 
and  the  difficulty  of  securing  an  adequate  labor  force.  So  far  as  labor 
is  concerned,  that  has  been  particularly  true  in  the  large  telephone 
exchanges.  I  think  it  is  safe  to  say  that  the  larger  the  city  the  poorer 
has  the  telephone  service  been.  A  better  grade  of  telephone  service  has 
been  found  in  the  small  towns  where  two  or  three  operators  are 
sufficient  to  conduct  and  operate  the  exchange. 

Our  Commission  has  found,  however,  a  very  effective  way  to  force 
companies  to  comply  with  certain  service  standards  where  rate  mat- 
ters are  involved.  I  think  that  is  perhaps  the  most  effective  way  to 
enforce  service  standards.  That  is,  when  a  utility  company  applies 
for  an  increase  in  rates,  then  the  commission  is  in  a  position  to  insist 
on  certain  improvements  being  made  before  any  relief  is  given.  If 
such  improvements  are  within  reason,  and  if  the  company  can  make 
them  without  any  undue  embarrassment. 

In  jthis  connection  I  might  bring  up  the  question,  so  far  as  service 
is  concerned,  as  to  the  attitude  taken  by  companies  and  by  commissions 
so  far  as  extensions  are  involved,  particularly  electric  extensions.  In 
a  large  rural  State  like  Wisconsin,  and  in  our  neighboring  State, 
there  is  a  movement  on  foot  to  bring  electric  service  within  the  reach 
of  the  rural  community.  One  of  the  problems  that  the  commission's 
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engineer  has  had  to  work  with  is  to  get  up  a  series  of  rules  under 
which  such  extensions  are  made  to  rural  customers ;  and  I  think  that 
it  will  be  very  profitable  if  during  this  discussion  some  one  will  bring 
up  that  matter  and  tell  us  what  has  been  done  in  his  particular  com- 
munity. We  would  like  to  have  you  ask  questions  and  state  your 
experiences.  I  think  that  perhaps  a  good  deal  of  profit  can  accrue  if 
we  consider  it  more  or  less  as  an  experience  meeting,  in  which  members 
will  relate  the  experiences  they  have  had  and  ask  questions  for 
information.  Two  gentlemen  who  were  supposed  originally  to  discuss 
this  subject  cannot  be  present,  and  I  have  asked  Commissioner  Putnam, 
of  Minnesota,  to  talk  briefly  on  the  matter  of  the  enforcement  of 
telephone  service  standards. 

Mr.  FRED  W.  PUTNAM  of  Minnesota — Mr.  Chairman,  I  have  not 
had  much  time  to  prepare  anything  to  present  in  this  discussion.  In 
dealing  with  service  we  should  divide  the  question  into  two  different 
groups.  The  first  group  perhaps  would  be  the  quality  of  service 
furnished  to  the  public  or  to  existing  subscribers;  that  is,  as  in  the 
telephone  service,  providing  he  has  all  the  installations  made.  We 
have  had  considerable  difficulty  in  handling  that  matter  in  the  State  of 
Minnesota.  Of  course  it  is  a  generally  recognized  principle  un- 
doubtedly among  the  Commissions  that  the  quality  of  this  service  that 
is  demanded  of  a  company  depends  a  good  deal  upon  the  company 
furnishing  the  service.  That  is,  the  Bell  Company  will  have  to  furnish 
a  higher  grade  of  service  to  the  public  in  order  to  satisfy  the  public 
than  a  local,  independent  company  will.  We  have  in  Minnesota  a 
very  large  number  of  independent  companies,  some  serving  only  small 
communities  and  some  spreading  over  several  counties.  We  find  that 
where  a  local  company  is  locally  owned  and  has  a  local  manager,  who 
is  Jack  or  Bill  to  all  of  his  subscribers,  they  know  him  personally, 
and  they  know  that  he  is  on  the  job.  If  they  get  poor  service  they 
say,  "  Bill  is  having  a  hard  time,"  and  we  do  not  get  the  complaints, 
and  things  seem  to  be  getting  along  fairly  well. 

Then  we  strike  the  local  company  that  has  not  been  properly 
financed.  We  have  one  very  striking  instance  in  Minnesota  of  a 
company  which  was  formed  cooperatively  between  farmers.  It  was 
started  by  simply  a  dozen  farmers,  and  now  they  have  about  4,000 
subscribers.  They  pay  a  manager  about  $100  a  month.  They  have 
no  reserve,  and  they  have  got  to  refit  all  their  property  or  go  out  of 
business. 

About  a  year  ago  I  addressed  the  Independent  Telephone  Association, 
and  the  matter  of  service  was  the  first  and  primary  thought  of  all  the 
telephone  companies.  There  is  no  increase  in  rates  to  be  asked  for  until 
service  conditions  are  such  that  there  can  be  no  complaint.  The  man- 
ager of  this  particular  company  to  which  I  have  just  referred  asked 
what  he  could  do.  I  think  you  have  a  very  serious  situation  when  you 
strike  a  company  that  is  financially  unable  to  put  its  property  in  shape 
to  give  service.  We  have  given  that  company  an  increase  in  rate  with 
a  promise  to  better  conditions.  Just  how  far  the  manager  of  that 
company  succeeded  I  am  not  informed  at  the  present  time,  because 
he  has  not  had  time  to  rebuild  the  necessary  portions  of  his  property. 
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Coming  to  the  larger  cities,  of  St.  Paul  and  Minneapolis  especially 
we  found  a  great  deal  of  trouble  in  service.  Of  course  we  send  our 
inspectors  into  the  field  and  check  up  the  actual  service  that  is  being 
furnished  to  subscribers.  We  go  into  a  subscriber's  home  or  his  busi- 
ness place  and  ask  him  questions,  test  out  his  phone  and  test  out  the 
wiring,  put  through  a  number  of  calls,  check  up  the  time  in  which  the 
answer  is  received  from  central,  how  long  it  takes  him  to  get  the  call 
through,  how  many  times  he  gets  wrong  number,  and  things  of  that 
sort.  We  found  in  the  spring  that  we  were  getting  about  75  per  cent, 
service  as  compared  with  prewar  times.  The  labor  situation  we  found 
was  due  to  the  large  turnover  in  the  number  of  girls  on  the  boards. 
During  the  last  two  months  that  has  shown  in  our  territory  a  very 
remarkable  improvement,  and  we  have  no  fear  as  far  as  that  phase  of 
the  service  is  concerned  from  now  on.  There  is  a  large  improvement. 
But  we  are  satisfied  that  to  get  away  from  the  labor  problem  the  only 
thing  in  the  telephone  business  is  to  go  to  the  automatic  telephone. 
We  have  both  systems  operating  in  our  large  cities,  and  during  these 
times  of  stress  the  automatic  telephone  has  stood  up  very  well,  and  is 
giving  a  much  higher  grade  of  service  than  the  manually  operated 
phone. 

Where  a  company  is  deliberately  falling  down  on  service,  that  is  fall- 
ing down  because  of  inefficiency  of  operation  that  it  could  remedy  if  it 
would.  I  believe  the  only  club  you  have  is  the  club  of  rate-making,  and 
that  if  that  deliberate  continuation  of  poor  service  is  found  the  thing 
to  do  is  to  cite  your  company  on  the  ground  of  poor  service  and  reduce 
the  rates  to  conform  to  the  grade  of  service  they  are  furnishing.  Of 
course  that  is  something  we  have  not  done,  but  I  believe  it  is  a  club  you 
can  hold  over  the  company. 

The  problem  that  is  really  serious  in  our  territory  is  the  problem  of 
service  to  new  subscribers.  We  have,  especially  in  the  cities  of  Minne- 
apolis and  St.  Paul,  communities  that  are  very  rapidly  developing  and 
growing.  There  are  large  districts  which  are  being  opened  for  new 
construction  and  new  building.  We  anticipate  that  if  there  is  a  reason- 
able decline  in  the  cost  of  building  materials  we  will  have  that  problem 
all  the  more  next  season.  The  avowed  policy  of  the  companies  in  our 
territory  is  that  they  will  not  carry  on  new  construction  or  furnish 
new  telephone  service,  on  account  of  the  high  cost  of  material  and  the 
necessarily  high  investment  per  se.  We  have  so  far  refrained  from  tak- 
ing any  decided  step  in  enforcing  such  new  construction.  We  do  not 
believe  it  is  advisable  to  compel  a  utility  to  put  in  high  priced  material 
with1  high  priced  labor,  to  furnish  a  limited  number  of  subscribers,  and 
thus  create  an  increased  investment  upon  which  all  the  subscribers 
necessarily  have  to  pay  a  return.  How  long  we  will  be  able  to  maintain 
that  position,  of  course,  we  do  not  know.  It  depends  a  good  deal  on 
the  demand  and  the  development  of  the  territory,  but  it  is  a  phase'Bi 
the  problem  that  I  should  like  to  hear  discussed  here,  and  find  out  what 
some  of  you  gentlemen  are  doing.  For  instance,  with  the  Northwest- 
ern Company  the  cost  per  station  in  the  last  ten  months,  even  with  "a 
very  limited  construction,  has  increased  about  $12.  If  you  go  into  a 
constructive  program  to  take  care  of  the  new  development  of  the  city, 
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it  will  be  increased  $25  to  $30.  Is  it  advisable  for  the  Commission  to 
force  the  utilities  to  carry  on  this  new  construction  ? 

I  believe  that  covers  the  ground  as  far  as  I  wish  to  cover  it.  The 
problem  of  enforcing  service  upon  the  utilities  is  more  a  problem  of 
showing  the  facts  as  they  exist,  which  must  be  supported  by  competent 
evidence,  and  insisting  upon  the  fulfillment  of  the  conditions  necessary 
to  give  that  service.  The  Commission  has  got  to  have  competent  men 
to  go  into  the  field  and  make  the  examinations  and  tests,  and  show 
where  the  utility  is  falling  down  in  the  service,  so  as  to  order  specific 
improvement.  In  some  instances  we  have  been  very  drastic  in  the 
State  of  Minnesota,  where  we  have  had  trouble  in  the  rural  districts. 
We  have  found  it  due  to  neighborhood  quarrels  and  things  of  that 
sort.  Some  farmers'  line  company  will  cut  off  a  subscriber.  In  one 
instance  we  issued  an  order  for  the  restoration  of  service,  which  order 
was  not  obeyed,  and  before  we  got  through  with  it  we  had  the  officials 
of  the  local  company  in  jail  for  a  few  days  before  they  agreed  to  give 
the  service.  The  man  got  the  service  finally.  Of  course  that  is  very 
exceptional. 

We  will  be  very  glad  to  hear  from  some  of  those  who  have  had  ex- 
perience along  similar  lines. 

Mr.  ALEXANDER  FORWARD  of  Virginia — One  point  that  is  very  im- 
pressive to  me  is  the  cost  of  making  extensions  at  the  present  high 
prices.  We  have  some  utilities  in  Virginia  which  in  order  to  secure 
money  for  that  purpose  have  issued  their  securities  in  the  shape  of 
preferred  stock  paying  8  per  cent,  dividends,  which  the  public  must 
eventually  pay ;  and  I  look  with  the  greatest  apprehension  on  the  tend- 
ency to  issue  securities  at  high  rates  of  interest  for  the  purpose  of  mak- 
ing extensions.  They  will  be  a  burden  on  the  public  for  many  years 
to  come.  It  makes  me  think  it  is  important  for  the  Commissions  to 
consider  that  question  very  carefully,  if  not  to  discourage  it  at  present 
prices. 

Chairman  TRUMBOWER — To  what  extent  have  you  given  thought  to 
the  idea  of  making  that  particular  subscriber  of  consumer  pay  a  part 
of  the  cost  of  such  extension? 

Mr.  FORWARD — We  have  that  provision  now  as  to  several  electric 
light  companies.  We  recently  put  that  order  into  effect,  requiring  the 
subscriber  to  pay  for  the  extension,  and  let  the  subscriber  decide  for 
himself  whether  we  will  take  title,  or  pass  the  property  over  to  the 
company. 

-  Mr.  E.  I.  LEWIS  of  Indiana — I  think  there  are  two  or  three  funda- 
mentals in  the  matter  of  service.  First  I  think  we  must  differentiate 
between  good  and  bad  service,  or  good  and  defective  service,  in  the 
matter  of  returns.  Just  this  past  week  we  issued  an  order  which  is  in 
point  in  the  discussion  here.  A  company  asked  for  an  8  per  cent, 
return.  There  have  been  complaints  as  to  service.  We  have  said  to 
them,  "  You  ask  for  an  8  per  cent,  return.  That  means  that  you  will 
give  us  good  service  for  8  per  cent.,  depreciation,  of  course,  taken  care 
of.  If  you  do  not  deliver  good  service,  then  you  cannot  expect  to  be 
paid  for  that  service."  In  that  case  we  gave  them  their  eight  per  cent, 
return,  and  we  set  up  a  standard  of  service,  and  if  they  do  not  come 
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up  to  that  standard  of  service  we  will  penalize  them  ten  per  cent.,  which 
will  reduce  them  to  a  six  and  one-half  per  cent,  return. 

Mr.  Haynes  introduced  the  same  idea  into  our  gas  utilities.  He 
based  the  rates  on  the  B.  T.  U.  delivery.  In  the  case  of  a  utility  which 
was  chronic  in  not  giving  good  service  we  have  applied  that  several 
times.  In  other  words,  it  seems  to  me  we  have  got  to  come  to  an  ap- 
peal to  the  motive  which  means  the  most,  that  is  which  is  always  upper- 
most in  corporate  entity.  Let  us  encourage  the  company  to  give  good 
service  and  discourage  it  from  giving  bad  service.  That  is  one  point. 
Answering  Mr.  Putnam's  proposition,  we  can  never  expect  to  have 
good  service  from  a  company  that  has  not  been  required  to  set  up 
adequate  depreciation.  Therefore  we  have  a  rule  that  depreciation  is 
exactly  like  operating  expenses,  or  taxes,  or  any  "other  expenditure. 
It  has  got  to  come  out  of  the  utility  in  money.  It  must  go  into  a  depre- 
ciation fund,  that  fund  is  to  be  a  trust  fund,  it  being  clearly  stated  in 
some  of  our  orders  that  this  depreciation  fund  is  money  that  belongs 
to  the  patrons  until  it  is  translated  back  into  the  plant.  We  give  the 
company  a  certain  latitude  of  time.  It  is  not  quite  sufficient  yet.  In 
the  matter  of  the  making  of  the  betterments  we  give  them  only  a  year 
to  return  it  to  the  fund.  I  think  it  ought  to  be  two  or  three  years.  The 
interest  accrues  to  that  fund.  We  find,  as  has  been  stated  here  in  the 
case  of  that  local  telephone  company,  that  a  company  without  financial 
background  finds  it  impossible  to  rehabilitate  itself  unless  it  does  have 
money  provided  for  that  purpose. 

Now  another  thing.  I  am  very  anxious  to  know  the  plan,  if  any  of 
you  has  a  plan,  whereby  you  check  up.  We  have  a  service  depart- 
ment. It  is  in  its  infancy.  We  have  only  had  it  one  year.  We  have  a 
very  good  man  in  this  work.  We  assign  him  to  the  complaints  that 
come  in.  They  go  to  his  desk.  He  handles  them.  He  is  getting  very 
beneficial  results.  In  establishing  that  service  department  we  were 
to  a  very  considerable  extent  following  the  example  of  the  Illinois 
Commission,  which  before  the  war  had  a  very  good  service  depart- 
ment. I  understand  that  during  the  war  it  fell  more  or  less  into  the 
discard,  although  they  had  several  men  who  kept  on  the  job.  Now 
that  kind  of  an  organization,  backed  up  by  the  policy  of  encouraging 
the  giving  of  good  service,  and  the  requirement  for  the  setting  up  of 
adequate  depreciation,  and  keeping  the  plant  so  that  it  can  render  good 
service,  seems  to  us  to  constitute  possibly  the  foundation,  if  nothing 
more,  of  a  service  program. 

Mr.  SHERMAN  T.  HANDY  of  Michigan — Our  Commission  has  been 
in  existence  such  a  very  short  time  that  I  feel  we  should  not  attempt 
to  stand  here  and  undertake  to  give  advice.  We  have  been  in  existence 
a  year  and  a  half,  which  is  a  very  short  time,  but  it  is  long  enough 
to  satisfy  me  at  least  that  the  best  way  to  get  service  is  to  give  a 
utility  a  rate  which  will  allow  it  to  earn  its  entire  operating  expenses, 
including  the  payment  of  its  taxes,  and  enable  it  to  set  aside  a  reserve, 
and  to  earn  a  fair  return  upon  the  fair  value  of  the  property.  That 
carries  with  it  good  service.  Let  us  take  for  instance  gas.  Let  us 
say  20  cents  per  thousand  cubic  feet  goes  to  pay  the  return  to  the  com- 
pany. If  they  do  not  give  good  service  you  have  a  range  of  twenty 
cents.  You  can  reduce  the  rate  so  that  they  get  no  return.  If  they 
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give  just  medium  service,  give  them  a  half  return.  If  they  give  good 
service,  give  them  the  full  return.  Then  you  are  taking  the  money 
out  of  the  pockets  of  the  men  who  are  responsible  for  the  poor  service. 
I  have  in  mind  one  gas  company  in  Michigan  which  was  operating 
under  a  franchise  requiring  600  B.  T.  U.  standard.  The  city  and  the 
company  joined  in  a  petition  asking  our  commission  to  fix  rates 
and  conditions  of  service.  We  reduced  the  standard  to  530  B.  T.  U., 
and  we  provided  that  the  city  should  appoint  a  gas  inspector  who  should 
make  daily  tests  and  report  those  tests  to  our  commission,  to  the  city, 
and  to  the  utility.  At  the  end  of  the  month  the  record  showed  that  that 
company  had  not  given  the  standard  required  by  our  commission.  We 
immediately,  upon -our  own  motion,  reduced  the  rate,  and  you  would 
be  surprised  to  see  the  standard  and  quality  of  service  they  gave  the 
next  month.  Just  a  few  days  ago  we  received  a  letter  from  the  presi- 
dent of  the  company  asking  for  them  if  it  would  be  necessary  to  file  a 
formal  petition  and  appear  before  our  commission  to  get  the  rate 
restored.  Now  it  seems  to  me  that  when  you  put  your  hand  into  the 
pockets  of  the  stockholders  of  the  company,  the  men  who  are  re- 
sponsible for  the  service,  and  take  away  the  return  where  the  service 
is  not  good,  then  you  are  likely  to  get  good  service. 

Mr.  JAMES  A.  PERRY  of  Georgia. — What  was  the  base  rate  which 
you  were  charging? 

Mr.  HANDY — We  were  charging  $1.80. 

Mr.  PERRY — What  was  the  size  of  the  city  ? 

Mr.  HANDY— About  45,000. 

Mr.  PERRY — Did  the  530  B.  T.  U.  give  satisfactory  service? 

Mr.  HANDY — Yes,  with  a  variation  of  5  per  cent,  either  way. 

Mr..  ERNEST  D.  LEWIS  of  West  Virginia — Mr.  Chairman,  un- 
fortunately in  our  State  of  West  Virginia  we  have  natural  gas  to  deal 
with.  When  you  deal  with  natural  gas  you  find  yourselves  up  against 
a  proposition  that  you  are  unable  to  control.  We  have  in  our  State — 
and  I  expect  other  States  have  the  same — utilities  engaged  in  the 
furnishing  of  natural  gas  for  domestic  purposes.  We  find  the  supply 
is  vastly  depleted,  and  it  is  gradually  being  exhausted,  and  in  very 
cold  weather  or  fairly  cold  weather  the  companies  cannot  supply  all 
that  is  consumed,  yet  the  consumers  want  to  share  this  gas  when  they 
can  get  it.  There  are  some  instances  in  our  State  in  which  the  com- 
panies will  not,  within  the  life  of  their  field,  have  their  capital  returned 
to  them.  That  is,  the  service  is  poor,  the  quantity  of  natural  gas  is 
inadequate,  the  company  cannot  furnish  the  gas  without  being  paid 
for  it,  and  the  smaller  quantity  they  furnish,  the  more  expensive  per 
thousand  feet  it  is  to  furnish  it.  We  have  instances  of  that  kind 
where  we  cannot  set  a  service  standard,  instances  where  we  have 
got  to  make  people  pay  for  the  gas  used,  and  pay  pretty  high  for  it 
in  comparison  to  what  they  formerly  paid  for  such  gas.  Yet  they  get 
poor  service.  We  must  either  do  that  or  the  company  will  have  to 
cease  business  and  our  citizens  will  lose  the  use  of  this  gas,  which  in 
our  State  now  has  become  a  luxury,  and  should  not  be  used  for  any- 
thing except  cooking  and  hot-water  heating.  But  we  cannot  set  up 
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a  service  standard.  We  have  some  other  instances,  like  those  which 
have  been  mentioned  here,  in  which  our  utilities  are  not  financially 
able  to  give  the  service  before  they  get  their  rates.  We  had  that 
proposition  made  to  us,  in  which  it  was  protested  that  the  service 
should  be  rendered  before  the  rates  were  given.  The  situation  was 
such  that  we  could  not  do  that,  and  we  gave  the  rate  conditioned 
upon  service,  and  gave  six  months  in  which  to  improve  the  service, 
and  before  the  six  months  were  out  the  utility  threw  up  its  hands 
and  said  it  was  impossible  to  finance  it,  and  it  did  not  give  the  service. 
The  city  could  not  take  it  over,  and  the  citizens  became  patriotic 
enough  to  organize  a  company  and  subscribe*  the  capital  stock,  and 
they  financed  the  company  and  got  it  out  of  its  predicament  in  that 
manner.  It  often  occurs  that  the  question  is  raised  whether  or  not 
a  utility  should  be  required  to  give  service  before  it  gets  the  rates. 
If  the  utility  is  financially  able,  I  think  it  should  be  required  to  give 
the  service,  but  we  find  many  of  them  these  days  that  are  not  financially 
able,  and  it  is  necessary  to  give  them  the  rates  and  condition  the  giving 
of  the  rate  upon  the  giving  of  service  at  a  future  time. 

Mr.  WILLIAM  M.  SMITH  of  Michigan — I  should  like  to  inquire  if 
the  situation  in  which  the  gas  company  finds  itself  of  not  being  likely 
to  get  back  its  capital,  does  not  result  from  the  fact  that  somebody 
induced  it  to  put  in  too  much  capital  investment  into  that  natural  gas 
field  in  the  first  place? 

Mr.  LEWIS  of  West  Virginia — I  think  in  one  instance  the  company 
undertook  to  supply  more  population  than  it  had  gas  territory  back  of 
it.  I  think  the  field  was  too  nearly  depleted.  I  think  the  life  of  the 
gas  fields  has  not  been  as  long  as  was  anticipated  by  the  persons  who 
went  into  the  business.  We  find  them  now  being  exhausted  very 
rapidly. 

Mr.  WALTER  A.  SHAW  of  Illinois —  Before  we  adjourn  I  want  to 
place  one  thought  before  the  members  of  the  Association.  I  think 
Illinois  has  tried  about  all  the  experiments  that  have  been  discussed 
here.  We  have  refused  increased  rates  for  poor  service.  We  have 
reduced  rates.  We  have  granted  greater  income  to  a  well  conducted 
plant  and  less  income  to  other  plants.  We  have  an  inspection  depart- 
ment and  a  service  department.  Commissioner  Lewis  told  you  that 
they  were  copying  after  Illinois  to  a  large  extent.  In  turn'  I  think 
Illinois  in  its  creation  of  the  service  department  has  to  a  large  extent 
copied  after  Wisconsin.  The  latest  novelty  which  we  have  taken  up 
is  this :  In  some  of  the  cities — not  the  largest,  but  cities  ranging  from 
15,000  to  30,000  population — we  have  arranged  with  them  that  they 
designate  someone  in  the  employ  of  the  city,  capable  of  investigating 
service  complaints,  and  give  him  authority  to  represent  the  Commission 
and  to  take  up  informally  all  complaints  arising  within  the  city,  which 
are  to  be  filed  directly  with  this  individual  who  has  been  designated 
by  the  city  and  who  has  behind  him  the  authority  of  the  Commission, 
to  see  that  the  complaints  are  satisfied.  In  case  they  cannot  be  satis- 
field,  he  will  come  to  the  Commission  with  a  formal  complaint.  We 
have  had  one  city  appoint  some  one  to  represent  it.  The  matter  has 
not  gone  far  enough  to  see  whether  it  will  be  successful  or  not.  We 
hope  it  will. 
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But  I  have  had  in  mind  for  several  years  this  thought.  I  assume 
that  the  laws  in  other  States  are  similar  to  those  of  Illinois.  When 
a  complaint  is  filed  against  a  company  that  it  is  not  complying  with 
the  standard  fixed  by  the  Commission,  then  it  is  our  duty  to  investi- 
gate that  complaint  and  ascertain  if  it  is  well  founded.  Then  it 
becomes  necessary  to  proceed  against  the  company  to  enforce  the  act, 
for  non-compliance.  That  means  that  we  turn  the  thing  over  to  the 
Attorney  General,  who  is  the  legal  adviser  of  the  Commission,  and 
he  starts  a  court  action  in  the  locality  where  the  utility  is  located.  It 
then  becomes  a  matter  of  evidence  before  the  court  as  to  whether  or 
not  the  service  standards  have  been  complied  with,  or  whether  the 
terms  of  the  act  have  been  violated.  I  had  in  mind  that  it  might  be 
well  to  amend  the  public  utility  law  of  the  State  of  Illinois,  and  to 
provide  that  any  municipality  might  start  court  proceedings  directly 
in  any  court  of  competent  jurisdiction  to  enforce  the  penalties  of  the 
act  for  non-compliance  with  service  standards  adapted  by  the  Com- 
mission. It  is  a  matter  of  evidence,  and  if  there  should  be  abuses  it 
has  always  seemed  to  me  that  the  court  could  stop  those  abuses.  That 
would  throw  a  large  measure  of  responsibility  upon  the  municipalities 
themselves,  and  perhaps  would  take  away  considerable  cause  of  com- 
plaint by  reason  of  the  long  procedure  or  slow  action  on  the  part  of 
the  Commission,  and  the  local  communities  themselves  can  have  a 
hand  in  enforcing  service  standards.  I  simply  call  attention  to  this 
thing  for  whatever  it  is  worth,  but  I  believe  it  would  be  effective,  and 
perhaps  in  some  measure  at  least  would  satisfy  the  demand  for  home 
rule. 

Mr.  A.  L.  FREEHAFER  of  Idaho — Mr.  President,  there  is  one  phase 
of  this  question  that  we  have  not  dwelt  upon,  that  seems  to  me  to  be 
important.  That  is  the  question  of  rural  extensions  of  utility  service. 
That  is  coupled  with  a  question  of  vital  importance  to  our  country. 
We  are  talking  about  keeping  the  boys  and  girls  on  the  farm.  That 
is  far  reaching  in  its  ultimate  results.  We  have  had  that  difficulty 
in  Idaho.  The  utilities  say  they  cannot  afford  to  make  these  exten- 
sions, that  they  will  be  a  burden  upon  the  utilities  as  a  whole.  But 
it  seems  to  me  that  the  development  of  the  country  is  so  closely  allied 
with  that  of  the  city  that  we  must  find  some  way  to  bring  these  modern 
necessities  to  the  rural  population.  We  have  an  example  in  Idaho  in 
the  electric  field,  set  by  the  government,  where  the  government  has 
developed  a  large  irrigation  plant  at  the  Minidoka  dam,  and  the  cur- 
rent generated  there  is  used  for  pumping  water  for  irrigation  pur- 
poses during  the  summer,  and  there  is  no  use  at  present  for  the  cur- 
rent during  the  winter  months.  They  have  encouraged  the  rural 
population  to  build  their  own  lines  to  certain  central  points.  When 
that  is  done  the  government  will  build  a  line  to  that  point  and  sell 
the  electricity  at  wholesale,  and  the  farmers  build  their  own  lines,  buy 
their  own  transformer,  take  the  current  and  use  it  even  for  the  heating 
of  their  houses,  especially  during  the  milder  time  of  the  year,  having 
supplemental  heat  for  the  colder  part  of  the  season.  Of  course  the 
amount  of  the  current  used  for  lights  in  the  summer  load  is  compara- 
tively light.  That  can  be  furnished  in  addition  to  the  irrigation  pump- 
ing. 
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It  seems  to  me  that  electric  companies  should  be  encouraged  to 
offer,  or  that  commissions  perhaps  ought  to  fix  rates  for  current  at 
wholesale  if  the  rural  communities  will  build  lines  to  carry  the  current. 
We  find  that  our  farmers  do  not  calculate  very  closely  on  the  return  on 
the  investment  if  they  can  only  get  the  service.  I  believe  utilities 
can  be  encouraged  in  this  way,  if  we  attempt  to  provide  some  means 
whereby  rural  communities  may  join  together  and  secure  this  service, 
buying  the  service  whatever  it  may  be  at  wholesale,  delivered  to  their 
own  lines. 

Chairman  TRUMBOWER — That  is  followed  in  a  number  of  instances ; 
but  one  of  the  problems  that  arises  where  you  have  a  group  of  farmers 
building  an  electric  line  and  buying  power  at  wholesale  is  whether 
that  line  will  be  properly  maintained  and  whether  it  will  be  replaced 
when  it  should  be  replaced.  We  all  have  had  experiences  in  the  tele- 
phone field  where  you  have  these  cooperative  telephone  companies, 
and  a  high  tension  electric  line,  or  any  kind  of  line  along  the  public 
highway.  It  has  been  our  attitude  in  the  matter  to  urge  such  farmers, 
who  build  their  own  lines,  to  turn  their  lines  over  to  the  utility  com- 
pany and  insist  that  the  utility  company  maintain  the  line  and  earn 
enough  so  that  it  can  set  aside  a  depreciation  fund  to  rebuild  the  line 
when  necessary. 

Are  there  any  other  remarks  on  this  subject  before  we  close?  If 
not,  we  will  stand  adjourned. 

Whereupon,  at  5.02  p.  m.,  the  Convention  adjourned  until  Thursday, 
November  11,  1920,  at  10  o'clock  a.  m. 


THIRD  DAY 

Morning  Session 

November  11,  1920. 

The  Convention  reassembled  at  10  o'clock  a.  m. 

President  SHAW — Gentlemen,  Mr.  H.  M.  Brundage,  representing 
the  American  Gas  Association,  desires  to  say  a  few  words,  and  I  will 
give  him  the  privilege  of  the  floor. 

Mr.  BRUNDAGE — Thank  you,  Mr.  President  and  gentlemen  of  the 
convention,  this  is  the  first  time  the  American  Gas  Association  has 
been  allowed  by  your  courtesy  to  have  a  representative  come  here  and 
listen  to  your  deliberations  and  get  such  benefit  as  we  could  from  your 
discussion. 

I  am  authorized  by  our  officers  to  express  to  you  our  appreciation 
of  the  courtesy  extended,  and  to  assure  you  of  any  cooperation  that 
we  may  be  able  to  give  in  the  mutual  interest. 

Our  officers  have  also  directed  me  to  call  attention  to  the  fact  that 
we  are  having  our  annual  convention  in  New  York  next  week,  Tues_- 
day,  Wednesday  and  Thursday,  and  we  suggest  that  if  any  of  you  gen- 
tlemen care  to  attend  the  convention  and  exhibition  showing  the  devel- 
opment of  the  gas  industry,  we  will  be  very  glad  to  have  you,  and  on 
behalf  of  my  association,  we  extend  to  you  and  to  Secretary  Walker 
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an  invitation  to  attend  our  annual  banquet  at  the  Hotel  Pennsylvania 
next  Wednesday  evening.  The  convention  and  exhibition  are  being 
held  at  the  Hotel  Pennsylvania,  and  we  will  be  glad  to  see  you  there. 
They  did  not  authorize  me  to  extend  the  invitation  particularly  to  your 
president-elect,  but  I  will  take  the  responsibility  of  saying  that  if  he 
will  come  I  will  see  that  he  is  properly  entertained.  (Applause.) 

President  SHAW — On  behalf  of  the  Association  we  thank  you  for 
this  invitation,  and  I  personally  desire  to  thank  you. 

THE  SHREVEPORT  CASES. 

President  SHAW — It  has  been  called  to  your  attention  that  after 
consultation  with  the  various  States,  a  special  committee  was  ap- 
pointed, headed  by  Commissioner  Putnam,  of  Minnesota,  to  take  up 
the  question  of  the  cases  now  being  filed  with  the  Interstate  Com- 
merce Commission  by  the  carriers,  commonly  known  as  the  Shreve- 
port  cases.  As  I  understand,  Commissioner  Putnam,  Chairman  of  the 
Committee,  has  prepared  a  report,  and  I  think  it  will  be  enlightening 
to  the  convention  if  he  will  present  it  at  this  time. 

Mr.  Fred  W.  Putnam,  of  Minnesota,  presented  the  following  report : 

REPORT  OF  COMMITTEE  APPOINTED  AT  CHICAGO  MEET- 
ING TO  FOLLOW  ALL  LITIGATION  AND  TO  SECURE 
A  PROPER  INTERPRETATION  OF  THE 
TRANSPORTATION  ACT. 

On  September  4,  1920,  the  President  of  the  Association  caused  to  be 
sent  out  a  telegraphic  call  to  all  commissions,  giving  notice  of  a  meet- 
ing to  be  held  in  Chicago  on  September  11,  1920,  to  consider  what, 
if  any,  common  action  should  be  taken  in  defense  of  the  rate-making 
powers  of  the  state  commissions.  At  said  meeting,  after  full  discus- 
sion, the  following  vote  was  unanimously  passed : 

"  Voted,  that  the  President  appoint  a  committee  of  five  com- 
missioners from  states  here  represented  to  follow  all  litigation  in 
which  carriers  attempt  to  secure  an  interpretation  of  the  Trans- 
portation Act  which  will  diminish  the  powers  of  the  states  to 
.  control  intrastate  rates  and  regulations  of  carriers.  Said  com- 
mittee shall  cooperate  with  the  officials  of  the  Association,  and 
shall  communicate  with  all  state  commissions,  and  may  file  a  brief 
or  briefs  on  behalf  of  the  commissions  authorizing  it  so  to  do,  but 
no  commission  shall  be  thereby  precluded  from  taking  such  separ- 
ate action  as  it  may  desire." 

The  first  cases  of  the  character  described  in  the  resolution  reached 
for  argument  were  the  New  York  Passenger  Fare  Case  and  the 
Illinois  Passenger  Fare  Case  before  the  Interstate  Commerce  Com- 
mission, in  which  carriers  sought  to  procure  orders  from  the  federal 
commission  setting  aside  state-made  passenger  rates  within  the  States 
of  New  York  and  Illinois.  In  these  proceedings  evidence  was  con- 
cluded and  the  cases  were  set  down  for  final  argument  before  the 
Interstate  Commerce  Commission  on  October  llth. 
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Your  committee  met  in  Washington  on  October  4th,  and,  together 
with  the  General  Solicitor  and  attorneys  from  a  number  of  the  states, 
prepared  and  filed  a  brief,  copies  of  which  have  been  mailed  to  all  the 
commissions,  and  with  which  we  trust  each  commissioner  is  familiar. 
Your  committee  appeared  before  the  Interstate  Commerce  Commission 
upon  the  argument  of  said  cases  as  representing  forty-one  commissions 
named  upon  the  brief,  and,  in  addition,  the  Public  Utilities  Commis- 
sion of  Connecticut,  authority  from  which  was  received  too  late  to 
have  its  name  so  printed.  Arguments  on  behalf  of  the  position  taken 
by  said  commissions  in  said  brief  were  presented  to  the  Commission 
by  the  General  Solicitor,  Mr.,  Benton,  by  Judge  Kellogg,  member  of  the 
committee  from  the  Public  Service  Commission  of  New  York  (Second 
District)  and  by  the  chairman  of  this  committee. 

The  case  was  submitted  to  the  Interstate  Commerce  Commission, 
and  at  the  time  of  the  presentation  of  this  report  no  decision  has  been 
rendered. 

The  position  taken  by  the  carriers  was  briefly  stated  in  a  joint  brief 
filed  on  their  behalf  in  the  Illinois  case  as  follows : 

"  That  it  is  the  purpose  of  the  law  (section  15a  of  the  Inter- 
state Commerce  Act  as  it  stands  today)  to  entrust  to  the  Inter- 
state Commerce  Commission  the  whole  question  of  determining 
property  values,  fixing  a  rate  of  return,  and  initiating  and  estab- 
.  lishing  rates  which  would  apply  to  all  the  traffic  within  the  terri- 
torial limits  of  the  United  States." 

If  the  position  of  the  carriers  is  supported  by  the  Interstate  Com- 
merce Commission  and  the  courts  the  state  commissions  will  have  very 
little  usefulness  in  the  field  of  rate  regulation. 

There  are  now  pending  twenty  cases  involving  the  same  question  as 
that  presented  in  the  New  York  and  Illinois  cases,  most  of  which  have 
been  heard  and  testimony  completed.  The  Wisconsin  case  is  set  down 
for  argument  on  November  12th. 

Your  committee  believes  that  this  Association  should  take  vigorous 
action  to  see  that  the  public  side  of  such  cases  as  may  arise  before  the 
Interstate  Commerce  Commission  and  in  the  courts,  involving  the 
powers  and  rights  of  the  several  states  to  control  the  rates  and  regula- 
tions applicable  to  intrastate  commerce,  may  be  fully  presented.  To 
that  end  your  committee  recommends  that  the  President  be  authorized 
to  appoint  a  committee  for  the  ensuing  year  to  represent  the  Associa- 
tion with  the  same  powers  that  were  granted  to  this  committee  in  the 
resolution  heretofore  set  forth. 

All  of  which  is  Respectfully  submitted, 

FRED  W.    PUTNAM, 
H.  G.  TAYLOR, 
R.  HUDSON  BURR. 

I  move  the  adoption  of  the  report. 

President  SHAW — May  I  suggest  that  you  add  to  your  motion  for 
the  adoption  of  the  report,  that  it  be  referred  to  the  Executive  Com- 
mittee. Do  you  offer  that  motion? 

Mr.  PUTNAM — Yes. 

The  motion  was  seconded  and  agreed  to. 
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TIME  AND  PLACE  OF  NEXT  ANNUAL  MEETING. 

Mr.  ALONZO  R.  WEED  of  Mass. — Mr.  President,  your  committee 
to  whom  was  referred  the  question  of  time  and  place  of  the  next  an- 
nual meeting  of  the  Association  have  given  consideration  to  the  ques- 
tion, and  also  to  the  cordial  invitation  received  from  a  number  of 
important  cities. 

It  is  urged  that  a  meeting  at  some  point  in -the  South  is  desirable,  to 
extend  interest  and  knowledge  of  the  Association  to  that  section  of 
the  country.  The  election  of  a  southern  member  as  President  makes 
this  especially  appropriate  for  the  next  annual  meeting.  The  Com- 
mittee therefore  recommend  that  the  next  annual  meeting  of  the  As- 
sociation be  held  at  Atlanta,  Ga.,  beginning  on  the  second  Tuesday  in 
October,  1921. 

I  move  the  adoption  of  the  report  of  the  Committee. 

The  motion  was  seconded. 

Mr.  JAMES  A.  PERRY  of  Ga. — Mr.  President,  I  do  not  want  to  pre- 
sume too  much.  I  do  not  want  to  be  like  the  lawyer  arguing  a  case 
down  in  our  State  who  complained  about  the  result  of  the  verdict.  He 
spoke  to  one  of  the  jurors  about  it.  The  juror  said,  "  Well  you  did  not 
spend  over  five  minutes  in  presenting  your  case.  We  thought  you  had  no 
confidence  in  your  case  and  of  course  the  jury  were  controlled  by  your 
apparent  indifference  and  found  against  you." 

Two  or  three  weeks  later  the  same  lawyer  had  another  case  down 
there  and  he  spent  about  an  hour  and  a  half,  telling  all  he  knew  about 
the  case  and  other  things  besides,  and  the  jury  found  against  him 
again.  He  asked  another  juror  friend  about  the  result  in  that  case 
and  the  juror  said,  "  Why,  you  talked  your  case  to  death." 

I  do  not  want  to  take  the  time  of  the  Association  uselessly,  but  I 
do  want  to  say  that  if  there  are  any  who  question  the  wisdom  of  this 
report,  we  hope  very  much  that  their  opinion  will  not  prevail  and  that 
this  motion  will  be  adopted  unanimously. 

As  I  stated  day  before  yesterday,  I  think  it  is  wise  to  go  south  for 
two  reasons.  First  and  foremost,  as  I  urged  before  the  Committee, 
we  ought  to  go  down  there  as  a  matter  of  expediency.  I  think  we 
are  all  aware  of  the  apparent  lack  of  enthusiasm  on  the  part  of  some 
of  the  State  Commissions  in  the  South.  I  confess  with  some  degree 
of  regret  that  it  is  true  that  the  Commissions  in  some  of  the  southern 
States  have  not  shown  the  interest  that  they  ought  to  show.  I  attribute 
this  largely  to  the  fact  that  they  are  not  acquainted  with  the  work  of 
this  Association  and  what  it  means  to  the  country  as  a  whole.  I 
believe  that  in  going  down  there  and  giving  them  a  close-up  view  of 
what  we  are  doing  we  will  see  an  entirely  different  result  in  that  respect 
hereafter,  beginning  with  next  year. 

Again,  I  understand  this  Association  has  never  held  a  meeting  in  the 
South  before,  although  I  may  be  incorrect  about  that.  If  I  am,  some 
one  will  please  correct  me. 

Mr.  R.  HUDSON  BURR  of  Fla. — We  have  held  a  meeting  in  the  South. 
The  first  meeting  of  this  Association  that  I  ever  attended  was  at  Bir- 
mingham. 
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Mr.  PERRY — I  appreciate  the  correction;  but  that  was  so  long  ago 
that  everybody  has  forgotten  except  Mr.  Burr.  I  know  he  is  right 
about  it.  He  is  a  man  whose  experience  in  this  Association  is  so 
long  that  it  may  almost  be  said  that  the  memory  of  man  runneth  not 
to  the  contrary.  So  you  will  excuse  a  young  man  for  not  knowing 
anything  about  that.  We  want  you  down  there.  It  would  be  a  waste 
of  time  to  tell  you  how  glad  Georgia  will  be  to  have  you,  and  how  glad 
the  Southern  States  as  a  whole  will  be  to  welcome  you.  So  please 
come  down  there  and  let  us  show  you  how  we  entertain,  folks,  and 
how  we  enjoy  it  as  well  as  make  you  enjoy  it. 

President  SHAW — The  question  is  on  adopting  the  report  of  the 
Committee  selecting  Atlanta,  Ga.,  as  the  place  for  our  meeting  on  the 
second  Tuesday  in  October,  1921. 

The  motion  was  unanimously  agreed  to. 

Mr.  JOHN  T.  BOIFEULLET — Mr.  President,  in  behalf  of  the  Rail- 
road Commission  of  Georgia  and  in  the  name  of  the  people  of  that 
State  I  wish  to  express  our  appreciation  for  the  gracious  compliment 
paid  us  in  selecting  the  great,  progressive  and  prosperous  capital  of 
Georgia  as  the  place  for  the  holding  of  the  convention  next  year.  You 
may  be  sure  that  we  will  greet  you  in  the  spirit  of  brotherly  love  and 
fellowship,  and  we  further  assure  you  that — 

You  may  come  in  the  evening  or  come  in  the  morning, 
Come  when  you're  looked  for  or  come  without  warning ; 
But  whenever  you  come  you've  a  welcome  before  you, 
And  the  oftener  you  come  the  more  we'll  adore  you. 

(Applause.) 

President  SHAW — We  are  glad  to  go  to  Atlanta  next  year.  My  only 
suggestion  is,  do  not  arrange  any  trips  to  Cuba.  (Laughter.) 

BASES  OF  VALUATION. 

President  SHAW — A  resolution  introduced  at  last  year's  convention 
by  Hon.  Paul  Haynes,  referring  to  the  question  of  valuation,  has  been 
made  the  special  order  for  this  morning.  I  presume  that  the  report 
will  be  brought  up  by  Commissioner  Taylor,  Chairman  of  the  Valua- 
tion Committee. 

Mr.  H.  G.  TAYLOR  of  Nebraska — Mr.  President,  it  is  very  unfor- 
tunate that  Mr.  Haynes  has  not  been  able  to  be  present  at  this  conven- 
tion. He  wrote  me  a  letter  advising  me  that  he  recently  submitted  to 
ai  surgical  operation,  and  for  that  reason  is  unable  to  be  present. 

President  SHAW — If  there  is  no  objection  we  will  vary  from  the 
order  of  the  Executive  Committee  and  have  Commissioner  Taylor 
follow  with  the  report  of  the  Valuation  Committee,  which  will  fit  in 
with  this  resolution,  so  we  will  have  the  two  together  before  the  con- 
vention. He  may  proceed  accordingly  unless  there  is  objection. 

Mr.  TAYLOR — Mr.  Haynes  has  given  this  matter  considerable  thought 
and  attention  throughout  the  year,  so  that  it  is  very  unfortunate  that 
he  is  not  here  to  present  his  ideas  in  person  concerning  the  subject. 

The  following  is  the  report  of  the  Valuation  Committee : 
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REPORT  OF  VALUATION  COMMITTEE  ON  RESOLUTION  AS  REGARDS  VALU- 
ATION BASES  SUBMITTED  AT  1919  CONVENTION. 

To  the  National  Association  of  Raihvay  and  Utilities  Commissioners: 

The   following   resolution   was   presented  by   Paul   P.   Haynes   of 
Indiana  at  the  1919  Convention  held  at  Indianapolis : 

"  WHEREAS,  In  recent  years  the  cost-of -reproduction  method  of 
evaluation  has  in  many  instances  become  the  controlling  factor 
in  determining  the  fair  value  of  the  property  of  public  utilities, 
and 

"  WHEREAS,  During  the  past  few  years,  there  has  been  an  un- 
precedented increase  in  the  cost  of  materials  and  supplies  enter- 
ing into  the  construction  of  utility  properties,  and 

"  WHEREAS,  The  cost-of-reproduction  method  of  evaluation,  al- 
though applied  with  moderating  averages,  arbitrarily  attaches 
to  properties  constructed  before  the  high  price  period,  values 
greatly  in  excess  of  the  .actual  prudent  investment  therein,  in 
many  instances  from  25  to  100  per  cent,  greater  than  such  invest- 
ment, and 

"  WHEREAS,  Under  present  abnormal  conditions,  the  cost-of- 
reproduction  theory  has  ceased  to  perform  the  service  which  it 
was  designed  to  perform,  and  now  leads  to  unwarranted  and 
unreasonable  values  which  offer  little  guidance  in  determining 
the  fair  value  of  the  property  of  public  utilities,  and 

"  WHEREAS,  The  continuance  of  the  cost-of-reproduction 
theory  as  the  controlling  factor  in  public  utility  valuations  will 
in  the  future  undoubtedly  cast  a  burden  upon  those  utilities  which 
were  required  by  public  necessity  to  make  substantial  plant  in- 
vestments during  the  high  price  period. 

"  THEREFORE  BE  IT  RESOLVED,  BY  THE  NATIONAL  ASSOCIATION 
OF  RAILWAY  AND  UTILITIES  COMMISSIONERS,  That  a  continued 
disposition  on  the  part  of  commissions  and  courts  to  consider 
cost-of-reproduction  or  cost-of-reproduction-less  depreciation  as 
the  controlling  factor  in  determining  the  value  of  the  property 
of  utilities  will  tend  to  impair  scientific  and  equitable  regulation, 
to  permit  the  establishment  of  unwarranted  and  unreasonable 
values,  and  ultimately  to  diminish  public  confidence  in  commis- 
sions and  courts,  and  thereby  impair  their  usefulness. 

"  BE  IT  FURTHER  RESOLVED,  That  one  of  the  obligations  of 
commissions  and  regulatory  bodies  is  to  protect  and  preserve,  in- 
sofar as  it  lies  within  their  power,  honest  and  prudent  investment 
in  utility  properties,  and  that  in  view  of  abnormal  price  condi- 
tions now  prevailing,  equity,  justice  and  a  proper  regard  for  the 
interests  of  utilities  as  well  as  the  public,  seem  to  demand  that  in 
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the  valuation  of  public  utility  property  greater  weight  should  be 
given  to  the  honest  and  prudent  investment  therein. 

"  BE  IT  FURTHER  RESOLVED,  That  it  is  not  intended  by  this 
resolution  to  hold  that  the  fair  value  rule  should  be  abandoned 
or  impaired,  but  rather  that  under  the  fair  value  rule  and  in 
view  of  abnormal  conditions  prevailing,  a  greater  measure  of 
justice  and  equity  will  be  secured  by  giving  greater  weight  to  the 
honest  and  prudent  investment,  and  less  weight  to  the  cost-of- 
reproduction  or  cost-of-reproduction-less  depreciation." 

After  brief  discussion,  the  Convention  referred  the  resolution  to 
the  Valuation  Committee  with  the  instruction  that  copies  of  same  be 
sent  to  each  commission  for  the  purpose  of  determining  the  attitude 
of  the  various  commissions  with  respect  thereto. 

Pursuant  to  such  instruction,  copies  of  the  resolution  were  for- 
warded to  each  of  the  state  commissions.  Twenty-one  of  the  commis- 
sions replying  favored  the  resolution ;  two  were  unfavorable ;  four  were 
noncommittal ;  and  seven  gave  no  expression  of  their  attitudes. 

The  following  is  a  brief  summary  of  replies  received : 


Views  of  State  Commissions 

Favorable  to  Resolution 

1.  Texas 

2.  New  Jersey 

3.  Oregon 

"  Practically  from  the  beginning  of  our  utility  regulation  work,  we 
have  been  following  a  theory  very  closely  related  to  your  '  standard 
of  honest  and  prudent  investment.' ' 

4.  Oklahoma 

"  There  is  no  question  but  the  point  you  have  raised  *  *  *  is 
well  taken.  We  are  of  the  opinion  that  it  would  be  unreasonable  and 
unfair  to  the  public  to  ask  them  to  pay  a  rate  of  return  on  public 
utility  property  based  on  an  estimated  cost  of  reproduction  new 
applying  war  prices.  *  *  *  One  of  the  first  undertakings  of  the 
Corporation  Commission  is  to  ascertain  the  bona  fide  investment  of 
each  public  utility  under  investigation." 

5.  Washington 

"  This  Commission  is  in  harmony  with  the  resolution.  In  valuation 
matters  that  have  recently  come  before  this  Commission,  we  have 
endeavored  to  apply  the  principles  announced  in  your  resolution,  and 
we  believe  them  to  be  sound." 
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6.  Massachusetts 

"  The  resolution  is  directly  in  accord  with  the  customs  and  laws 
which  have  prevailed  in  the  Commonwealth  of  Massachusetts  for 
many  years." 

7.  Kansas 

8.  Georgia 

9.  Wisconsin 

"  Favors  the  principle  but  '  not  sure  that  resolution  is  advisable 
along  lines  drawn  and  offered.'  " 


10.  New  Hampshire 

"The  policy  of  our  Commission  has  been  to  base  our  rates  on  the 
original  investment,  wisely  and  economically  made,  rather  than  cost 
of  reproduction  new  at  present  prices." 


11.  North  Dakota 

12.  New  York,  First  District 

"  The  tendency  of  the  experience  of  the  Commission  in  the  twelve 
years  of  valuation  work  has  been  to  substitute  for  the  theoretical  and 
hypothetical  reproduction  cost,  supported  merely  by  opinion  evidence, 
a  normal  reproduction  cost  based  upon  actual  records.  This  normal 
reproduction  cost  tends  to  approximate  the  capital  honestly  and  pru- 
dently expended,  except  in  cases  where  land  constitutes  a  considerable 
element  of  the  property  valued  and  has  attained  a  market  value  largely 
in  excess  of  its  cost." 

13.  South  Carolina 

14.  Michigan 

"  I  do  not  know  that  our  Commission  would  desire  to  make  a  public 
declaration  of  the  substance  of  the  resolution,  and  yet  I  think  they 
are  disposed  to  follow  the  thought  contained  in  the  resolution  in  their 
decisions." 

15.  Virginia 

"  This  Commission,  realizing  the  uncertainty  of  reproduction  cost 
methods  of  valuation  in  times  of  unsettled  price  conditions  has  en- 
deavored to  give  weight  to  all  elements  of  value  including  reproduc- 
tion, investment,  and  such  local  or  peculiar  conditions  as  may  exist 
in  an  individual  case." 
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16.  Wyoming 

"  The  Commission  has  given  the  matter  due  consideration,  and  has 
requested  me  to  advise  you  that  this  Resolution  has  been  unanimously 
approved  by  the  Commission." 

17.  Montana 

"  Favors  the  resolution  as  a  step  in  the  right  direction,  but  thinks  a 
still  further  improvement  possible.  We  have  made  it  a  practice  for 
many  years  to  deduct  for  depreciation  and  therefore  cannot  con- 
sistently deny  the  right  of  utilities  to  appreciation.  It  would  be  mani- 
festly unfair  to  the  consumers  to  fix  rates  on  the  present  cost  of  repro- 
duction of  a  plant  built  many  years  ago;  it  would  be  equally  unfair 
to  the  utility  to  fix  rates  arbitrarily  on  the  cost  of  construction,  if  the 
plant  were  built  during  the  low  price  level  of  1893.  Our  contention 
is  that  the  correct  answer  is  to  be  found  somewhere  between.  Our 
policy  has  been  that,  excluding  abnormal  or  unusual  cases,  the  point 
of  view  that  will  usually  be  fairest  to  both  the  public  and  the  utility 
is  to  figure  the  cost  of  reproduction  under  the  actual  physical,  com- 
mercial and  economic  conditions  prevailing  when  the  plant  was  origi- 
nally built.  In  a  few  instances,  we  have  caused  a  physical  valuation 
to  be  made  based  on  a  five  year  average  of  prices ;  in  other  cases,  a 
ten  year  average  would  be  considered  fair ;  in  fixing  rates  for  a  plant 
built  in  1918,  we  would  take  the  actual  cost  as  the  rate  base." 

18.  Connecticut 

19.  Louisiana 

20.  West  Virginia 

"  We  have  always  been  inclined  to  believe  that  greater  weight 
should  be  given  to  honest  prudent  investment  than  to  reproduction 
new  or  reproduction  new  less  depreciation,  in  arriving  at  fair  value, 
and  in  all  cases  where  the  information  was  available  showing  the  in- 
vestment cost,  we  have  adopted  that  as  the  basis  of  fair  value,  where 
it  is  shown  to  have  been  made  with  reasonable  prudence,  skill  and 
judgment.  *  *  *  This  Commission  approves  of  the  objects  and 
purposes  of  the  resolution  above  referred  to." 

21.  Ohio 

"  Our  statute  requires  the  ascertainment  of  the  cost  of  new  produc- 
tion of  utility  property,  other  than  land,  for  rate  making  purposes, 
'  as  of  a  date  certain,'  but  we  have  so  construed  the  law  as  to  permit 
the  taking  of  average  unit  prices  over  a  period  of  years,  usually 
five  years,  prior  to  the  '  date  certain.'  *  *  *  The  attitude  of  our 
Commission  must  of  necessity  be  to  follow  our  law,  which  is  man- 
datory, as  above  stated,  and  we  would  not  be  adverse  to  saying  we 
would  be  in  favor  of  the  resolution  as  passed." 
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Unfavorable  to  Resolution 

1.  New  York,  Second  District 

"  The  Commission  does  not  care  to  take  any  official  action  on  this 
resolution.  We  doubt  the  propriety  of  the  association  going  on  record 
in  the  way  proposed." 

2.  Nevada 

Noncommittal 

1.  Maine 

2.  Utah 

3.  Illinois 

4.  Minnesota 

"  As  we  view  this  matter,  there  doesn't  seem  to  be  any  substantial 
difference  in  the  result  obtained  by  the  '  Cost  of  Reproduction '  for- 
mula as  applied  by  some  and  the  'Honest  and  Prudent  Investment ' 
as  used  by  others,  so  that  after  all  the  application  of  either  of  these 
so-called  methods  rests  more  on  the  persons  applying  it  than  it  does 
on  the  name  of  the  method  or  formula  used." 

Acknowledgment  of  Receipt  of  Resolution 
No  Action  Taken 

1.  California  5.  Maryland 

2.  Porto  Rico  6.  District  of  Columbia 

3.  New  Mexico  7.  Vermont 

4.  Florida 

Summary 

Total  replies  received 34 

Favorable  replies 21 

Unfavorable  replies 2 

Noncommittal   4 

No  action   7 

34 

Attached  hereto  are  the  original  replies  received  from  the  com- 
missions. 

After  giving  careful  consideration  to  the  matter,  your  committee 
is  of  the  opinion  that  no  formal  action  on  this  report  is  necessary 
or  desirable.  The  investigation  has  served  a  useful  purpose  in  that 
it  has  brought  together  the  minds  of  practically  all  the  commissions 
on  this  very  important  question. 

VALUATION  COMMITTEE. 
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Mr.  R.  HUDSON  BURR  of  Florida — I  wish  to  state  that  I  had  promised 
Mr.  Haynes  that  I  would  write  him  on  this  subject,  but  I  have  been 
unable  to  get  to  it.  I  am  impressed  with  the  fact  that  you  could  arrive 
at  a  fair  valuation  if  you  could  ascertain  from  records  or  from  prices 
existing  at  the  time  of  the  construction,  by  the  method  outlined  by 
Mr.  Haynes.  Without  entering  into  any  discussion  of  it  I  merely 
want  to  give  my  approval  in  the  manner  that  the  other  States  have 
given  theirs. 

Mr.  TAYLOR — I  move  that  the  report  be  received  and  filed. 

The  motion  was  seconded. 

President  SHAW — The  question  is  open  for  discussion,  if  any  of 
you  care  to  discuss  the  report. 

Mr.  A.  J.  MAXWELL  of  North  Carolina — Mr.  President,  I  was  partly 
responsible  for  delaying  action  on  this  resolution  at  the  last  session. 
Inasmuch  as  the  report  of  the  committee  does  not  recommend  any 
action  at  this  time,  of  course,  it  is  not  necessary  to  enter  into  any 
general  discussion  of  it.  I  do  want  to  say  this,  that  I  got  into  the 
discussion  of  it  at  the  last  session  on  a  resolution  originally  introduced 
in  a  different  form  from  the  one  finally  introduced.  The  final  resolu- 
tion was  introduced  in  the  closing  hours  of  the  session,  and  was  read 
very  hurriedly  by  me ;  and  since  looking  over  it  again  during  the 
session  here  I  would  like  to  put  into  the  record  the  statement  that  I 
think  I  would  be  in  agreement  certainly  with  what  I  now  understand 
to  be  Mr.  Haynes'  general  purpose.  That  is  that  values  for  purposes 
of  rate-making  should  not  be  based  upon  the  temporarily  inflated 
prices  on  account  of  the  high  price  level  prevailing  during  the  war. 

I  do  not  think  we  could,  if  we  undertook  to  do  it,  establish  an  en- 
tirely new  basis  of  arriving  at  these  values,  because  it  is  dealing  with 
constitutional  questions  and  questions  of  constitutional  rights  that 
have  been  pretty  generally  passed  upon  by  the  courts. 

My  principal  purpose  in  arising  at  this  time  is  to  suggest  that  this 
is  a  very  important  question,  of  course,  and  it  occurs  to  me  that  it 
is  one  in  which  it  might  be  of  value  to  have  a  standing  committee  dur- 
ing the  next  year,  to  which  this  subject  could  be  assigned  for  further 
investigation  during  the  year,  to  make  a  careful  study  and  digest  of 
the  law  for  the  several  states,  and  the  laws  of  the  Federal  Government 
with  respect  to  valuation  of  railroads,  and  the  decisions  of  the  courts, 
and  report  to  you  at  the  next  meeting  of  the  Association.  I  believe 
I  will  submit  that  motion,  and  I  would  like  to  say  that  if  the  motion 
should  prevail,  the  gentleman  from  Indiana  (Mr.  Haynes)  should  be 
assigned  to  the  chairmanship. 

President  SHAW — Mr.  Maxwell,  have  you  thought  that  perhaps  the 
Valuation  Committee,  which  has  been  specially  assigned  to  that  sub- 
ject, might  handle  it  as  you  have  outlined,  and  report  back  at  the  next 
meeting  of  the  Association? 

Mr.  MAXWELL — No,  sir,  I  had  not.  If  that  is  true,  of  course  the 
motion  would  be  unnecessary. 

Mr.  WEED — Mr.  President,  I  have  not  anything  really  to  contribute 
to  this  particular  discussion,  except  to  suggest  the  importance  of  what 
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has  just  been  stated.  I  do  not  know  that  a  special  committee  is  neces- 
sary, but  I  think  this  subject  is  worthy  of  consideration,  for  the  reason 
that  the  whole  question  of  regulation,  or  the  method  of  regulation, 
is  perhaps  in  a  greater  state  of  flux  today  than  it  has  been  for  a  good 
many  years. 

The  theory  of  testing  the  constitutionality  of  legislative  acts  ad- 
ministered through  a  tribunal  by  the  value  of  the  property  determined 
by  efficient  valuation,  has  been  practically  the  only  method,  and  I 
think  nobody  can  seriously  contend  that  it  furnishes  a  solution  for 
the  problem  of  determining  the  public  relation  of  capital  finding  invest- 
ment in  a  public  service.  You  cannot  hire  money  on  one  basis  to  per- 
form a  public  service  and  then  when  a  controversy  arises  determine 
the  reward  that  is  to  be  given  to  that  capital  on  an  entirely  distinct 
and  different  basis,  and  expect  to  get  more  money  invested,  especially 
if  the  money  that  has  been  invested  went  into  the  enterprise  with  a 
reasonable  expectation  of  a  certain  reward  and  the  tendency  is  to  cut 
down  that  reward.  In  other  words,  I  think  we  have  got  to  find  some 
theory  which  will  make  it  possible  to  keep  on  easy  trading  relations 
with  the  capital  that  is  necessary  to  perform  public  service.  Now, 
in  England,  where  they  have  certainly  had  as  long  experience  as  we 
have  had  in  this  country,  they  do  not  know  about  valuation.  That  has 
not  come  into  their  horizon.  They  have  determined  their  public  rela- 
tion on  a  different  theory.  While  it  may  not  be  possible  immediately 
to  arrive  at  a  different  method  of  stating  the  working  relations  be- 
tween the  capital  employed  and  the  reward  to  be  given  to  that  capital 
employed,  and  the  amount  to  be  recovered  in  the  rate,  yet  some  basis, 
some  working  arrangement  has  got  to  be  found  upon  which  a  man 
who  puts  in  his  dollar  can  reasonably  count  on  a  fair  return,  and  it 
cannot  be  determined  wholly  on  valuation  as  the  best  method  of  de- 
termining the  controverted  cases  that  finally  come  to  the  knowledge 
of  the  Commissions  or  the  knowledge  of  the  courts. 

Mr.  CARL  D.  JACKSON  of  Wisconsin — Mr.  President,  I  come  from 
one  of  the  States  which  did  not  answer  Mr.  Haynes'  inquiry.  I  think 
Mr.  Haynes  is  well  acquainted  with  our  position  on  the  subject,  and 
it  was  along  the  lines  that  there  were  certain  elements  fixed  by  law 
that  had  to  be  taken  into  consideration,  and  that  we  could  not  change 
the  law  or  the  constitution,  but  that  we  were  inclined  to  give  a  little 
more  study  to  it,  and  were  inclined  to  give  more  and  more  effect  to 
legitimate  investments,  legitimately  made.  We  have  all  seen  the 
inequity  of  allowing  the  rate  to  be  greatly  increased  during  these 
abnormal  prices  which  are  existing  at  present,  and  we  all  know  that 
the  public  itself  would  feel  that  that  was  unjust  as  a  rate  basis.  We 
have  seen  prices  fluctuate  and  they  probably  will  fluctuate  for  years  to 
come  and  be  very  uncertain. 

Furthermore,  it  is  very  clear  that  if  investments  are  to  be  made  at 
prices  like  the  present,  in  the  public  interest,  those  investments  must 
be  protected  if  the  period  shall  come  when  the  unit  cost  of  construc- 
tion is  much  lower. 

I  think  what  Mr.  Weed  has  said  is  very  appropriate.  What  the 
utilities  need  and  what  the  railroads  need  is  capital  to  expand  to 
perform  their  public  functions.  I  think  capital  will  come  more  easily 
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and  will  feel  safer  if  it  understands  that  the  legitimate  investments 
made  during  wartime  will  be  recognized,  whatever  the  situation  may 
be  in  regard  to  reproduction  cost  in  the  future,  and  that  it  will  make 
it  easier  when  we  finally  arrive  at  the  principle  of  giving  preponder- 
ance to  the  element  of  legitimate  investment  in  determining  the  rate 
basis. 

Mr.  E.  E.  LEWIS  of  Indiana — I  was  not  present  when  Mr.  Haynes' 
report  was  read.  I  have  not  had  the  pleasure  of  reading  it.  I  have 
talked  over  the  matter  considerably  with  Mr.  Haynes.  He  greatly 
regrets  that  on  account  of  a  surgical  operation  from  which  he  did  not 
recover  very  promptly — a  matter  of  the  removal  of  his  tonsils — he 
has  not  been  able  to  be  present  here. 

I  heartily  concur  in  what  Mr.  Weed,  of  Massachusetts,  has  pointed 
out,  that  we  are  in  a  state  of  flux  on  this  whole  question  of  valuation, 
and  I  believe  that  the  report  that  Mr.  Haynes  must  have  brought  in 
is  the  most  substantial  evidence  of  that  fact.  As  you  recall,  the 
original  resolution  introduced  by  Mr.  Haynes  and  supported  by  the 
Indiana  Commission  at  our  Indianapolis  meeting  last  fall  in  the 
closing  hours  of  that  meeting,  was  rather  hurriedly  drawn  by  Mr. 
Haynes  and  was  of  such  a  character  that  it  immediately  struck  the 
convention,  I  believe,  as  a  rather  extreme  stand.  It  is  true  that  I  do 
not  know  the  wording  of  Mr.  Haynes'  communication,  but  I  do 
know  that  in  the  past  year  there  has  been  considerable  transforma- 
tion in  our  ideas.  We  do  believe  that  the  original  investment  is  a 
very  substantial  and  sound  foundation  to  start  with ;  but  all  five  of 
the  Indiana  Commissioners  are  inclined  to  take  into  consideration, 
more  than  Mr.  Haynes  was  inclined  a  year  ago,  I  think,  and  to  give 
weight  to  the  various  other  elements  that  are  so  obviously  demanding 
attention.  We  are  not  blind  to  the  fact  that  the  growth  of  our  cities 
is  demanding  large  additional  facilities  of  traffic,  and  we  cannot  be 
too  dogmatic  in  the  treatment  of  this  subject  of  valuation.  We  there- 
fore are  inclined  to  think  that  there  are  many  elements  that  should 
be  taken  into  consideration.  I  believe  that  we  should  continue  the 
consideration  of  this  matter  for  another  year.  Personally  I  have  been 
very  much  attracted,  in  the  way  of  a  formula,  to  taking  some  basis 
of  valuation  by  a  theory  that  has  been  set  up  before  our  Commission 
quite  a  number  of  times  by  the  firm  of  Haganah  &  Erickson.  You, 
of  course,  know  Mr.  Erickson  and  probably  you  know  Mr.  Haganah. 
That  is  the  theory  of  the  trend  line.  Their  formula  is  to  start  with 
the  year  1896  and  establish  the  trend  of  price  line  extending  to  1914, 
and  then  take  that  line  and  carry  it  on  to  the  present  time.  We  have 
found  where  we  have  tried  to  ascertain  the  original  investment  by 
calculation,  that  that  line  and  our  valuations  pretty  closely  correspond. 
We  are  more  and  more  inclined  to  take  into  consideration  the  cost 
of  the  bringing  of  the  utility  to  a  certain  efficiency,  taking  into  con- 
sideration the  matter  of  going  concern,  to  follow  the  two,  and  through 
those  methods  to  bring  our  valuation  to  a  more  comparable  basis  to 
present  day  conditions ;  and  we  have  had  the  satisfaction  of  finding 
that  our  people  coincide  with  us  very  generally. 
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President  SHAW — My  suggestion  to  Commissioner  Maxwell  that  the 
Valuation  Committee  might  handle  this  subject  is  because  they  are  so 
to  speak  specialists.  If  the  convention  think  otherwise,  why,  you  may 
act  accordingly. 

Mr.  MAXWELL — Suppose  we  change  that  to  a  motion  to  request  the 
Valuation  Committee  during  the  coming  year  to  make  something  of 
an  investigation,  and  a  digest  of  the  decisions  of  the  courts  and  of  the 
statutes  of  the  various  States,  and  of  Congress  on  this  subject,  and 
make  such  report  and  such  recommendations  to  the  next  convention 
as  they  see  proper  on  that  subject. 

President  SHAW — Will  the  seconder  of  the  motion  accept  Mr.  Max- 
well's amendment? 

Mr.  TAYLOR  of  Nebraska — In  order  that  whoever  it  may  be  may 
have  definite  and  specific  instructions,  possibly  it  would  be  well  for 
Mr.  Maxwell  to  write  out  his  motion  and  present  it  so  that  the  com- 
mittee will  show  exactly  what  they  are  expected  to  do. 

President  SHAW — I  think  Commissioner  Taylor's  suggestion  is  a 
good  one.  So  that  there  may  be  no  mistake  as  to  the  intent  of  the 
motion,  he  will  write  it  out  and  hand  it  to  the  secretary. 

Mr.  MAXWELL — I  will  be  glad  to  do  that. 

The  resolution  as  reduced  to  writing  by  Mr.  Maxwell  is  as  follows : 

Resolved,  That  the  Valuation  Committee  of  this  Association  be 
requested  to  make  an  investigation  and  report  to  the  next  annual  con- 
vention covering  a  condensed  digest  or  review  of  the  leading  decisions 
of  the  courts,  of  the  statutory  regulations  enacted  by  Congress  and 
by  the  several  States,  and  of  the  decisions  of  the  Interstate  Commerce 
Commission  and  of  the  Commissions  of  the  several  States,  as  to  the 
basis  upon  which  property  devoted  to  the  public  service  shall  be 
valued  for  rate-making  purposes,  together  with  such  suggestions  and 
recommendations  as  the  committee  may  find  proper  to  present  upon 
the  general  subject  of  administering  public  control  and  regulation  with 
a  view  to  securing  adequate  facilities  at  reasonable  rates. 

President  SHAW — Does  the  seconder  of  the  motion  accept  the 
amendment  ? 

The  amendment  was  accepted. 

The  motion  as  amended  was  agreed  to. 

President  SHAW — It  was  the  intention  to  follow  this  report  by  the 
main  report  of  the  Valuation  Committee.  It  is  now  within  ten  minutes 
to  eleven  o'clock,  and  yesterday  it  was  made  the  special  order  that  we 
have  a  further  discussion  of  the  car  situation.  What  is  the  pleasure 
of  the  convention? 

Mr.  DWIGHT  N.  LEWIS  of  Iowa — The  Executive  Committee  have  a 
few  reports  to  make.  It  might  be  opportune  to  do  that. 

Mr.  TAYLOR  of  Nebraska — Before  that  is  done  may  I  suggest  that 
through  the  courtesy  of  the  Interstate  Commerce  Commission  Mr.  Sec- 
retary Walker  was  able  to  secure  about  75  copies  of  Mr.  Haynes'  report 
on  this  subject,  a*nd  those  who  desire  them  can  get  them  from  Mr.  Wal- 
ker. There  are  probably  not  enough  to  go  around,  but  those  who  are 
interested  can  secure  copies. 
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Mr.  DWIGHT  N.  LEWIS — This  being  armistice  day,  your  Executive 
Committee  felt  that  something  should  be  done  a  little  out  of  the  ordi- 
nary, and  we  have  arranged  for  a  brief  special  program  this  afternoon 
at  4:30.  Judge  Forward,  of  Virginia,  has  consented  to  make  a  few 
remarks  to  us  at  that  time,  and  we  have  also  a  surprise  in  store  for  you 
that  I  am  not  permitted  to  announce  at  this  time.  Suffice  it  to  say,  that 
we  want  to  extend  an  invitation  to  the  Interstate  Commerce  Commission 
and  to  all  of  its  employees  for  this  meeting  this  afternoon.  I  see  Com- 
missioner Aitchison  is  here  this  morning  and  if  he  will  convey  our 
invitation  to  the  employees,  to  be  in  this  room  at  4 :30  this  afternoon,  we 
will  appreciate  it. 

President  SHAW — Commissioner  Clark  will  preside. 

Mr.  LEWIS — Chairman  Clark  of  the  Interstate  Commerce  Commis- 
sion will  preside  at  the  meeting  this  afternoon  at  4 :30. 

There  are  a  number  of  recommendations  made  by  our  President  in 
his  address,  and  we  have  tried  to  follow  these,  and  intend  to  present 
them  in  a  series  of  resolutions  rather  than  in  one  resolution.  With 
reference  to  two  of  the  points  mentioned,  we  have  combined  the  resolu- 
tions. 

Be  it  resolved : 

1.  That  the  President  of  this  Association  be  directed  to  appoint  a 
committee  of  three  to  make  a  general  survey  of  public  utility  laws,  in- 
cluding the  manner  of  selecting  members  of  regulatory  commissions, 
their  compensation,  their  general  duties,  and  the  structure  of  the  organi- 
zation used  to  carry  out  the  provisions  of  the  statutes.     In  its  report 
this  committee  should  make  definite  recommendations  concerning  pos- 
sible changes  in  regulatory  laws  that,  in  its  opinion,  would  be  of  benefit 
to  the  public. 

2.  That  the  President  of  this  Association  be  directed  to  appoint  a 
committee  of  five,  to  be  known  as  the  Committee  on  Litigation,  said 
committee  to  act  in  all  matters  for  the  Association  wherein  are  involved 
the  powers  and  rights  of  the  several  states  to  control  the  rates  and  regu- 
lations applicable  to  intrastate  commerce ;  this  committee  to  work  with 
our  General  Solicitor  in  representing  the  states  in  all  such  cases  arising 
in  the  courts  or  before  the  Interstate  Commerce  Commission. 

Mr.  President,  I  move  the  adoption  of  the  resolution. 

Mr.  CARL  D.  JACKSON  of  Wisconsin — I  want  to  suggest  a  change  in 
one  respect.  He  has  suggested  a  committee  of  five  as  the  Committee 
on  Litigation  to  act  with  the  Solicitor  General.  There  are  a  good  many 
States  interested  in  this  matter,  I  think  more  than  we  realized  at  Chi- 
cago when  the  committee  was  appointed,  and  I  suggest  that  the  Com- 
mittee be  somewhat  enlarged. 

Mr.  DWIGHT  N.  LEWIS — I  see  no  objection  to  that  and  I  will  ac- 
cept an  amendment  to  make  it  seven  instead  of  five. 

President  SHAW — I  understand,  Mr.  Lewis,  that  this  Committee  is  a 
temporary  committee,  only  for  the  ensuing  year. 

Mr.  DWIGHT  N.  LEWIS — Yes,  that  is  the  idea  of  the  Executive 
Committee. 
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Mr.  TAYLOR  of  Nebraska — Without  precipitating  a  discussion,  I 
understand  the  first  resolution  goes  to  the  appointment  of  a  committee 
for  preparation  of  a  digest  of  the  laws  and  decisions. 

Mr.  DWIGHT  N.  LEWIS — Yes,  with  recommendations. 

Mr.  TAYLOR  of  Nebraska — From  what  little  I  know  of  that  job  I 
suggest  that  anybody  appointed  on  that  committee  will  not  have  time 
for  any  work  at  home.  That  is  a  job  that  will  take  a  year  of  the  time 
of  any  committee.  If  anybody  wants  to  tackle  it,  I  have  no  objection. 

Commissioner  AITCHISON — I  may  say  that  I  looked  up  this  very 
matter  some  time  ago  with  respect  to  laws,  and  found  that  the  cost 
of  the  compilation  prepared  by  the  National  Civic  Federation  was 
$30,000. 

President  SHAW — Are  you  ready  for  the  question?  The  question 
is  on  the  adoption  of  the  resolution  as  presented  by  the  Executive 
Committee. 

The  resolution  was  agreed  to. 

Mr.  DWIGHT  N.  LEWIS — Mr.  President,  I  now  desire  to  present  a 
resolution  with  reference  to  the  valuation  matter  suggested  in  your 
address. 

Whereas,  paragraph  entitled  Second  of  Section  19a  of  the  Interstate 
Commerce  Act,  as  amended,  commonly  called  the  Valuation  Act,  pro- 
vides that  as  to  each  railroad  property  valued  by  the  Commission  its 
report  "  shall  state  in  detail  and  separately  from  improvements  the 
original  cost  of  all  lands,  rights  of  way,  and  terminals  owned  or  used 
for  the  purposes  of  a  common  carrier,  and  ascertained  as  of  the  time 
of  dedication  to  public  use,  and  the  present  value  of  the  same,  and 
separately  the  original  and  present  cost  of  condemnation  and  damages 
or  of  the  purchase  in  excess  of  such  original  cost  or  present  value" ; 
and 

Whereas,  The  Supreme  Court  of  the  United  States  in  its  opinion  in 
the  Minnesota  Rate  Cases  used  language  as  follows : 

"  It  is  manifest  that  an  attempt  to  estimate  what  would  be  the  actual 
cost  of  acquiring  the  right-of-way,  if  the  railroad  were  not  there,  is  to 
indulge  in  mere  speculation.  The  railroad  has  long  been  established ; 
to  it  have  been  linked  the  activities  of  agriculture,  industry  and  trade. 
Communities  have  long  been  dependent  upon  its  service,  and  their 
growth  and  development  have  been  conditioned  upon  the  facilities  it 
has  provided.  The  uses  of  property  in  the  communities  which  it 
serves  are  to  a  very  large  degree  determined  by  it.  The  values  of 
property  along  its  line  largely  depend  upon  its  existence.  It  is  an  in- 
tegral part  of  the  communal  life.  The  assumption  of  its  non-existence, 
and  at  the  same  time  that  the  values  that  rest  upon  it  remained  un- 
changed, is  impossible  and  cannot  be  entertained.  The  conditions  of 
ownership  of  the  property  and  the  amounts  which  would  have  to  be 
paid  in  acquiring  the  right-of-way,  supposing  the  railroad  to  be  re- 
moved, are  wholly  beyond  reach  of  any  process  of  rational  determina- 
tion. *  *  *  The  company  would  certainly  have  no  ground  of 
complaint  if  it  were  allowed  a  value  for  these  lands  equal  to  the  fair 
average  market  value  of  similar  land  in  the  vicinity,  without  additions 
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by  the  use  of  multipliers,  or  otherwise,  to  cover  hypothetical  outlays  "; 
and 

Whereas,  The  Interstate  Commerce  Commission  has  in  principal  part 
completed  its  field  appraisal  work  covering  lands  upon  all  lines  of  rail- 
road in  the  United  States,  and  has  prepared  itself  to  report,  both  as  to 
the  original  cost  of  such  lands,  and  as  to  their  present  value  based  on 
the  value  of  similar  adjoining  lands,  but,  holding  any  estimate  which  it 
might  make  as  to  the  cost  of  condemnation  and  damages  in  excess  of 
original  cost  or  present  value  to  be  of  no  worth  as  an  aid  to  the  de- 
termination of  the  ultimate  value  of  railroad  properties,  under  the  rule 
as  laid  down  in  said  Minnesota  Rate  Cases  opinion,  has  refrained  from 
making  any  investigation,  or  accumulation  of  data  necessary  to  enable 
it  to  make  such  an  estimate  as  to  said  lands ;  and 

Whereas,  In  the  case  of  the  Kansas  City  Southern  Railroad  vs.  Inter- 
state Commerce  Commission,  decided  by  the  United  States  Supreme 
Court  on  March  8,  1920,  it  was  held  that  the  making  of  such  estimate 
of  the  "  present  cost  of  condemnation  and  damages  or  of  purchase  in 
excess  of  original  cost  or  present  value  "  is  one  of  the  "  essential  con- 
ditions imposed  by  Congress  upon  its  (the  Commission's)  exercise" 
of  the  general  power  granted  to  it  under  the  Valuation  Act ;  and 

Whereas,  A  writ  of  mandamus  was  ordered  to  be  issued  requiring 
the  Interstate  Commerce  Commission  to  make  said  estimate ;  and 

Whereas,  The  effect  of  said  "  condition  imposed  by  Congress,"  as  the 
Supreme  Court  construes  the  Valuation  Act,  will  be  to  require  the 
Commission  to  retrace  its  steps,  and  to  make  investigations  and  gather 
data  to  enable  it  to  make  the  required  estimate  as  to  the  lands  of  car- 
riers upon  all  lines  of  railroad  in  the  United  States,  at  the  cost  of  much 
money  and  long  delay  in  the  completion  of  its  valuation  work  under 
said  Act ;  and 

Whereas,  Said  estimate  when  made  will  still  be  subject  to  the  con- 
demnation expressed  by  the  Supreme  Court  in  its  opinion  in  the 
Minnesota  Rate  Cases;  and 

Whereas,  Full  justice  may  be  done  to  the  carriers  so  far  as  lands 
are  concerned,  by  taking  into  consideration  the  original  cost  of  the 
same,  and  of  their  present  value  based  upon  the  value  of  similar 
adjacent  lands ;  and 

Whereas,  Additional  allowances  based  upon  purely  hypothetical 
estimates  in  excess  of  original  cost  or  present  value  would  be  grossly 
unjust  to  the  public,  and  would  compel  further  burdensome  increases 
in  rates  to  pay  returns  upon  such  fictitious  estimates  of  value ;  and 

Whereas,  Bills  have  been  introduced  by  Senator  Cummins  and  Con- 
gressman Esch,  and  are  now  pending  in  Congress,  to  amend  the  Valua- 
tion Act  by  striking  out  the  words  which  require  such  estimate  to  be 
made,  leaving  they  Interstate  Commerce  Commission  free  to  fix  the  fair 
value  of  each  railroad  property  upon  a  consideration,  as  to  lands,  of 
the  original  cost  of  the  same  and  the  present  value  based  upon  the 
value  of  other  similar  adjacent  lands ;  therefore  be  it 

Resolved,  That  the  National  Association  of  Railway  and  Utilities 
Commissioners  endorses  the  amendment  proposed  in  said  bills,  and 
respectfully  urges  upon  Congress  the  prompt  passage  of  the  same. 

I  move  the  adoption  of  the  resolution. 
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President  SHAW — It  is  moved  and  seconded  that  the  resolution  as 
read  by  the  Chairman  of  the  Executive  Committee  be  adopted  by  this 
Association.  Is  there  any  discussion? 

Mr.  TAYLOR  of  Nebraska — Mr.  President,  the  resolution  might  have 
been  more  thoroughly  understood  had  it  followed  the  report  of  the 
Valuation  Committee  in  which  the  subject  matter  is  very  thoroughly 
considered.  I  think  you  are  all  aware  of  the  decision  of  the  court  in  the 
Kansas  City  Southern  case,  which  requires  the  Interstate  Commerce 
Commission  to  do  something  that  the  same  court  said  in  the  Minnesota 
Rate  Case  could  not  be  done;  but  the  court  held  the  language  of  the 
Valuation  Act  to  be  specific  and  mandatory,  and  the  Commission  has 
no  other  recourse  than  to  make  an  attempt  to  comply. 

Now  the  fact  is  that  the  attempts  on  the  part  of  the  Commission  to 
comply  with  the  statute  requirement  will  delay  for  years  and  indefi- 
nitely the  final  completion  of  the  valuation  work.  How  the  provision 
got  into  the  statute  is  unknown.  It  seems  to  be  a  matter  of  inadvert- 
ence, and  the  doing  of  the  work  is  an  utterly  futile  and  useless  thing, 
and  the  completion  of  the  work  will  be  so  greatly  delayed  that  it  does 
seem  as  though  that  provision  should  be  stricken  from  the  statute ;  and 
I  believe  this  Association  has  no  other  thought  than  a  desire  to  see 
that  done  and  to  assist  in  doing  it. 

President  SHAW — Is  there  further  discussion?  The  question  is  on 
adopting  the  resolution  presented  by  the  Executive  Committee  con- 
cerning valuation  proceedings. 

The  resolution  was  unanimously  agreed  to. 

Mr.  DWIGHT  N.  LEWIS — Mr.  President,  in  line  with  your  sugges- 
tion for  the  co-operation  of  the  States  with  the  Interstate  Commerce 
Commission  the  Executive  Committee  presents  the  following  resolu- 
tion: 

Whereas,  Paragraph  (3)  of  Section  13  of  the  Interstate  Commerce 
Act,  as  amended  by  the  Transportation  Act,  1920,  provides  in  part  as 
follows : 

"  Whenever  in  any  investigation  under  the  provisions  of  this 
Act,  or  in  any  investigation  instituted  upon  petition  of  the  carrier 
concerned,  which  petition  is  hereby  authorized  to  be  filed,  there 
shall  be  brought  in  issue  any  rate,  fare,  charge,  classification,  reg- 
ulation, or  practice,  made  or  imposed  by  authority  of  any  State,  or 
initiated  by  the  President  during  the  period  of  Federal  control, 
the  Commission  *  *  may  confer  with  the  authorities  of  any 
State  having  regulatory  jurisdiction  over  the  class  of  persons  or 
corporations  subject  to  this  act  with  respect  to  the  relationship 
between  rate  structures  and  practices  of  carriers  subject  to  the 
jurisdiction  of  such  State  bodies  and  of  the  Commission;  and  to 
that  end  is  authorized  and  empowered,  under  rules  to  be  pre- 
scribed by  it,  arid  which  may  be  modified  from  time  to  time,  to 
hold  joint  hearings  with  any  such  State  regulating  bodies  on  any 
matters  "where  the  Commission  is  empowered  to  act  and  where 
the  rate-making  authority  of  a  State  is  or  may  be  affected  by  the 
action  taken  by  the  Commission:  The  Commission  is  also  author- 
ized to  avail  itself  of  the  co-operation,  services,  records,  and  facil- 
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ities  of  such  State  authorities,  in  the  enforcement  of  any  provision 
of  this  act ;" 
and 

Whereas,  Said  provisions'  authorizing  co-operation  were  enacted  in 
conformity  with  recommendations  made  to  the  Congress  by  this  Asso- 
ciation, which  recommendations  were  also  in  harmony  with  the  recom- 
mendations made  by  the  Interstate  Commerce  Commission ;  and 

Whereas,  This  Association  is  desirous  of  doing  all  that  can  be  done 
by  it  to  promote  genuine  co-operation  "between  the  state  and  federal 
authorities  exercising  regulatory  jurisdiction  over  common  carriers ; 
and 

Whereas,  It  is  the  judgment  of  this  Association  that  in  order  that 
the  maximum  benefit  may  be  derived  from  said  co-operative  provisions 
it  is  desirable  that  it  should  be  understood  in  what  classes  of  cases 
co-operation  between  state  and  federal  authorities  is  deemed  feasible 
by  the  Interstate  Commerce  Commission,  and,  with  respect  to  each 
such  class  of  cases,  whether  by  joint  conference  or  joint  hearing,  and 
under  what  rules  of  procedure  such  joint  conferences  or  hearings  may 
be  initiated  and  carried  forward ;  therefore  be  it 

Resolved,  That  the  President  of  this  Association  be  authorized  to 
transmit  to  the  Chairman  of  the  Interstate  Commerce  Commission  a 
copy  of  this  resolution,  and  to  advise  him  that  this  Association  would 
welcome  a  conference  upon  the  subject  matter  of  the  resolution  as  early 
as  the  same  may  be  desired  by  said  Interstate  Commerce  Commission. 

Be  It  Further  Resolved,  That  the  President  and  Vice-Presidents  of 
this  Association,  together  with  the  Executive  Committee  and  the  Gen- 
eral Solicitor,  be  authorized  to  represent  this  Association  at  any  such 
conference  as  may  be  arranged  by  the  President  with  the  Interstate 
Commerce  Commission,  and  that  they  be  directed  to  report  the  results, 
together  with  their  recommendations,  if  any,  to  the  several  commis- 
sions, and  to  the  next  convention  of  this  Association,  it  being,  however, 
understood  that  any  conclusion  arrived  at  in  said  conference,  or  any 
recommendation  made  by  said  representatives  of  this  Association,  shall 
be  in  no  way  binding  upon  any  State  Commission  except  as  the  same 
shall  be  adopted  by  it. 

I  move  the  adoption  of  the  resolution. 

Mr.  FRANK  H.  FUNK  of  Illinois — I  should  like  to  inquire  of  the 
chairman  of  the  Executive  Committee  whether  the  last  resolution  has 
in  mind  as  its  scope  only  the  hearings? 

Mr.  LEWIS — Anything. 

Mr.  FUNK — Would  that  include  the  working  out  of  the  transporta- 
tion act  of  1920,  at  least  an  exchange  of  views? 

Mr.  LEWIS— Anything  that  is  concerned  in  the  law  itself.  The 
committee  had  in  mind  to  have  this  conference  with  the  Interstate 
Commerce  Commission  with  the  thought  of  working  out  some  method 
that  would  at  least  bring  the  act  of  1920  into  operation  so  far  as  the 
co-operative  features  were  concerned.  I  presume  that  would  bring  in 
any  question  that  might  arise. 

Mr.  FUNK — Jurisdiction? 
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Mr.  LEWIS — Perhaps  we  might  take  over  jurisdictional  questions.  • 
That,  I  presume,  would  be  for  the  courts  to  determine.  There  might 
be  some  agreement  as  to  that,  to  save  future  trouble  or  litigation.  In 
fact,  the  committee  had  in  mind  that  this  conference  would  result,  or 
at  least  they  hoped  it  would  result  in  a  full  and  fair  understanding 
between  the  Federal  and  State  Commissions. 

Mr.  FUNK — I  am  not  opposed  to  the  resolution.  I  am  very  much 
in  favor  of  it,  but  I  hope  it  will  be  clear  that  the  scope  of  it  will  be  so 
wide  that  all  matters  that  might  properly  be  matters  of  conference 
could  be  included  in  that  direction  to  our  committee  and  its  repre- 
sentatives, and  I  hope  that  is  contemplated  in  the  resolution. 

Mr.  LEWIS — It  was  contemplated  but  I  am  not  sure  that  it  is  clearly 
stated. 

Mr.  R.  HUDSON  BURR  of  Florida — May  I  add  a  word  to  what  you 
have  said? 

Mr.  LEWIS — Certainly. 

Mr.  BURR — The  Executive  Committee  thought  that  it  would  be 
better  to  proceed  in  the  manner  indicated  by  this  resolution  rather 
than  wait  and  have  the  Interstate  Commerce  Commission  promulgate 
and  send  out  a  set  of  rules  which  might  be  objectionable  to  some  of 
us,  and  to  such  an  extent  that  we  might  not  participate.  We  thought 
that  could  be  avoided  if,  in  the  consideration  of  the  question  how  we 
would  arrive  at  these  matters,  we  should  have  conferences  for  the 
establishment  of  working  rules  for  the  co-operative  plan. 

Mr.  LEWIS — I  might  say,  too,  Mr.  President,  that  these  resolutions 
embody  the  section  of  the  Interstate  Commerce  Act  which  would  cover 
the  scope  of  the  work  of  this  conference. 

President  SHAW — Are  you  ready  for  the  question  and  the  adoption 
of  the  resolution  as  to  co-operation  between  the  Interstate  Commerce 
Commission  and  the  Association  ? 

The  resolution  was  unanimously  agreed  to. 

Mr.  DWIGHT  N.  LEWIS — Mr.  President,  in  your  address  you  recom- 
mended that  the  finances  of  the  Washington  office  of  the  Association 
be  placed  upon  a  basis  that  would  enable  the  work  to  continue.  We 
find  that  a  number  of  the  states  have  done  very  well  indeed  in  support- 
ing the  work  of  the  National  Association.  Other  states  have  not  done 
quite  so  well,  and  we  believe  that  some  of  them  might  have  done  better. 
It  has  not  been  the  thought  of  the  Committee  that  we  would  ask  for 
subscriptions  from  the  floor  of  the  convention,  leaving  that  work  to 
the  Executive  Committee  to  obtain  funds  from  the  various  State  Com- 
missions for  the  carrying  on  of  this  work.  You  will  remember  that 
last  year  we  had  a  contribution  afternoon,  when  each  State  Commis- 
sion was  given  an  opportunity  to  tell  what  it  would  give.  We  do 
not  believe  that  method  is  necessary,  but  we  leave  that  to  you.  If 
you  think  it  ought  to  be  done,  why,  we  will  be  agreeable  to  it.  We 
do  not  believe,  however,  that  any  Commission  ought  to  give  less  than 
$300  annually  for  the  support  of  this  work.  Some  of  your  repre- 
sentatives here  may  not  be  in  a  position  to  determine  just  what  they 
can  do.  However,  as  I  say,  we  have  made  no  recommendation  on 
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that,  and  will  not  feel  hurt  at  all  if  you  feel  that  it  is  the  thing  to  do 
today  to  get  these  voluntary  subscriptions  and  get  a  start  on  the  fund 
in  that  way. 

The  Executive  Committee  beg  to  make  the  following  report  with 
reference  to  the  maintenance  of  our  office  in  Washington: 

FINANCIAL  STATEMENT  SHOWING  RECEIPTS  AND  DISBURSEMENTS  FOR 
THE    MAINTENANCE    OF    THE    WASHINGTON    OFFICE    OF    THE 
NATIONAL  ASSOCIATION  OF  RAILWAY  AND  UTILITIES  COM- 
MISSIONERS FROM  OCTOBER  1,  1919,  TO  OCTOBER  1,  1920. 

Cash  on  hand  in  bank  October  1,  1919 $379.45 

Payments  received  from  commissions  as  follows : 

Arkansas $25 .00 

California    1,000.00 

Colorado    150.00 

Florida  300.00 

Georgia    200.00 

Idaho   100.00 

Illinois   1,000.00 

Indiana 750.00 

Iowa   1,000.00 

Kansas   500.00 

Kentucky   200.00 

Louisiana    175 . 00 

Massachusetts  1,250.00 

Minnesota   1,250.00 

Mississippi   150.00 

Missouri    300.00 

Nebraska   : 400.00 

New  Hampshire    300.00 

New  Jersey ; 500.00 

New  Mexico    100.00 

New  York  (1st  District)  750.00 

New  York  (2nd  District)   1,000.00 

North  Dakota 690.00 

South  Carolina  300.00 

South  Dakota 750.00 

Utah  100.00 

Virginia    350.00 

Washington   1,000.00 

West  Virginia 250.00 

Wisconsin   750. 00 

—    15,590.00 

Interest  on  funds  in  bank 31 .43 

Miscellaneous  items  .  7.70 


Grand  Total  $16,008.58 
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Expenditures. 

Salary  of  General  Solicitor $7,083 .34 

Salary  of  Mr.  Elmquist  (months  of  October,  November  and 

December,  1919)    2,124.94 

Salary  of  other  regular  employees 2,006.00 

Salary  of  extra  employees 416.25 

Traveling  expenses  of  General  Solicitor 564.38 

Rent   522.50 

Library    45 . 75 

Furniture  and  fixtures 276 . 35 

Stationery  and  supplies 488 . 42 

Printing   1,012.90 

Postage  and  express 206 . 27 

Telephone  and  telegraph 207 . 85 

Lights,  towel  supply  and  miscellaneous 63 . 70 


Total    $15,018.65 

Balance  in  Washington  Loan  and  Trust  Company $989.93 

The  foregoing  is  a  true  and  correct  statement  of  the  receipts  and 
disbursements  of  the  Washington  office  of  the  National  Association 
of  Railway  and  Utilities  Commissioners  for  the  year  1919-20  as 
audited  by  me  this  10th  day  of  November,  1920. 

H.  C.  HASBROUCK, 

Chief  of  Division  of  Statistics  and  Accounts, 
Public  Service  Commission  (Second  Dis- 
trict) of  New  York. 

The  foregoing  statement  covers  all  payments  received  and  all  dis- 
bursements made  in  the  fiscal  year  ended  October  1,  1920,  for  the 
maintenance  of  the  Washington  office,  irrespective  of  the  year  on 
account  of  which  payments  were  received,  or  the  year  when  the 
indebtedness  for  which  disbursements  were  made  was  incurred. 

Some  of  the  payments  received  were  on  account  of  pledges  for  the 
year  1919.  The  amounts  on  account  of  such  pledges,  and  the  com- 
missions from  which  received  were  as  follows : 

Commission  Amount 

California  1,000 

Colorado  150 

Illinois  ; 500 

Indiana 250 

Kansas 250 

Kentucky 200 

Massachusetts  750 

Minnesota  500 

Nebraska  250 

New  York  (1st  District) 500 

New  York  (2nd  District) 500 

North  Dakota  345 

Washington 500 

Wisconsin  250 

Total  .  ....    ~$5~,945 
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For  the  maintenance  of  the  Washington  office  for  the  year  1919-20 
the  following  commissions,  either  at  the  last  convention,  or  during  the 
year,  undertook  to  secure  payments  as  indicated.  The  statement  also 
shows  the  amounts  paid  during  the  fiscal  year  of  the  Association 
ended  October  1,  1920,  the  payments  made  since  that  time  to  the  date 
of  this  statement  applying  on  the  fiscal  year  1919-20,  and  the  amounts 
remaining  unpaid  at  the  present  time. 


Possible 

Paid 

Future 

Name  of  Commission 

Paid  Prior    Since 

Receipts 

Pledged 

to  Oct.  1,     Oct.  1, 

on  1920 

for  1920 

1920           1920 

Accounts 

Arizona     

$200 

$200 

Arkansas    

25 

25 

Colorado   

150 

150 

Florida    

300 

300 

Georgia    

200 

200 

Idaho    

100 

100 

Illinois     

1,000 

500           $500 

.... 

Indiana    

500 

500 

Iowa    

1,000 

1,000 

Kansas    

500 

250 

250 

Kentucky    

300 

300 

Louisiana    

250 

i75 

75 

Maine    

500 

500 

Michigan   

300 

300 

Minnesota     

1,000 

750 

250 

Mississippi    

150 

150 

Missouri    

300 

300 

Montana    

400 

400 

Nebraska    

500 

150             100 

250 

Nevada    

500 

500 

New   Hampshire    

300 

300 

.... 

New  Jersey  

500 

500 

New  Mexico  

100 

100 

New  York  (1st  District)  

1,000 

250 

750 

New  York   (2nd  District)  

1,000 

500 

500 

North  Carolina  

200 

200 

• 

North  Dakota  

345 

345 

Oregon    

250 

250 

Pennsylvania    

1,000 

1,000 

South  Carolina  

300 

300 

South  Dakota   

750 

750 

Utah    

100 

100 

Virginia    

350 

350 

.  *  .  • 

Washington    

500 

500 

.... 

West  Virginia  

250 

250 

.... 

Wisconsin     

750 

500             125 

125 

$15,870 

$9,145        $1,225 

$5,500 

Massachusetts   

500 

$9,645 
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The  Department  of  Public  Utilities  of  Massachusetts,  succeeding  to 
the  Public  Service  Commission  of  Massachusetts,  which  since  the 
Washington  office  was  first  established  has  paid  annually  towards  its 
maintenance  $1,000,  found  itself  without  authority  to  make  any  pledge 
for  that  particular  purpose,  but  retained  the  General  Solicitor  to  act 
for  it  upon  matters  affecting  the  commission  arising  in  Washington, 
without  specific  pledge  as  to  the  amount  which  it  would  pay.  Bills  of 
$250  for  each  quarterly  period  have  thus  far  been  accepted. 

In  several  cases  it  was  understood  that  the  making  of  payments  as 
indicated  above  was  contingent  upon  securing  the  necessary  appropria- 
tion, or  upon  securing  necessary  approval  of  some  other  board  or  official 
than  the  commission. 

In  substantial  part  the  possible  items  will  be  paid.  It  is  known, 
however,  that  in  Kentucky  no  appropriation  is  available,  under  a  ruling 
of  the  Attorney  General,  which  controls.  In  Nevada  the  commission 
secured  an  appropriation,  but  the  State  Treasurer  construes  a  subse- 
quent act  as  an  implied  repeal.  The  commission  has  brought  mandamus 
proceedings  to  compel  payment,  and  any  receipt  from  that  state  must 
depend  upon  the  uncertain  result  of  litigation.  In  Maine  and  Pennsyl- 
vania the  commissions  have  approved  bills  for  payment  of  the  amounts 
indicated,  but  other  necessary  authority  has  not  been  obtained.  These 
payments,  accordingly,  may  be  doubtful,  but  are  hoped  for.  Payments 
of  the  other  items  are  expected  in  due  course. 

Indiana  has  already  paid  $500  towards  the  expenses  of  the  office  for 
the  fiscal  year  1920-1921. 

It  will  be  observed  that,  whereas  when  the  Washington  office  was 
first  established,  but  fifteen  commissions  made  payments  towards  its 
support,  for  the  year  1919-20  thirty-six  commissions  undertook  to 
make  payments.  These  include  all  except  three  in  New  England;  all 
but  two  outside  of  New  England  north  of  the  Potomac  and  Ohio  and 
east  of  the  Mississippi ;  all  but  two  in  the  southern  states  east  of  the 
Mississippi;  all  but  two  in  the  southwestern  states  east  of  the  Rocky 
Mountains ;  all  in  the  northwestern  states  east  of  the  Rocky  Moun- 
ains ;  all  in  the  Rocky  Mountain  states  but  one ;  and  all  in  the  Pacific 
coast  states  but  one.  While  in  two  or  three  instances  payments  that 
were  expected  from  these  commissions  for  1920  will  not  be  received, 
this  is  due  to  no  lack  of  effort  on  the  part  of  the  commissions  in  ques- 
tion, and  there  is  every  reason  to  expect  that  payments  will  be  received 
from  them  during  the  coming  year.  The  Association,  therefore,  today 
has  a  broader  basis  of  financial  support  than  at  any  previous  time. 

Your  committee  desires  to  especially  commend  the  work  of  our  Gen- 
eral Solicitor,  Hon.  John  E.  Benton,  who  has  so  ably,  conscientiously 
and  industriously  represented  the  interests  of  the  state  commissions 
before  Congress  and  before  the  Interstate  Commerce  Commission. 
Serving  for  many  years  as  a  state  commissioner  and  later  as  Solicitor 
in  the  Bureau  of  Valuation  of  the  Interstate  Commerce  Commission,  he 
has  brought  to  the  office  of  the  General  Solicitor  of  this  Association 
such  experience  and  knowledge  as  in  our  opinion  we  could  not  other- 
wise have  obtained.  The  Association  is  to  be  congratulated  upon 
securing  his  services. 
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It  is  recommended  that  the  Washington  office  be  continued,  and  that 
the  Executive  Committee  be  authorized  to  employ  a  General  Solicitor 
for  the  ensuing  year,  with  such  assistants  as  he  will  undoubtedly  re- 
quire, owing  to  the  increasing  work  in  his  office,  and  for  the  employ- 
ment of  such  additional  help  as  may  be  needed  from  time  to  time; 
and  that  said  Executive  Committee  immediately  take  steps  to  secure 
sufficient  funds  from  the  state  commissions  members  of  this  Association 
to  adequately  support  the  Washington  office. 

The  state  commissions  have  done  fairly  well,  but  we  believe  that 
most  or  all  of  them  could  do  better,  and  we  earnestly  recommend  that 
each  state  commission  do  its  fair  share  in  the  support  and  maintenance 
of  the  office  of  our  General  Solicitor,  in  order  that  the  most  excellent 
service  which  has  heretofore  been  rendered  by  that  office  shall  continue. 

Respectfully  submitted, 

DWIGHT  N.  LEWIS,  Chairman. 

E.  I.  LEWIS. 

R.  HUDSON  BURR. 

W.  A.  SHAW. 

JAS.  B.  WALKER. 

I  might  add  that  the  number  of  states  which  have  no  special  fund 
for  the  maintenance  of  this  office  could  probably  place  our  general 
solicitor  upon  their  payrolls  and  in  that  way  assist  in  supporting  the 
Washington  office. 

I  move,  not  that  this  report  be  received,  but  that  it  be  adopted. 

The  motion  was  seconded. 

President  SHAW — It  is  moved  and  seconded  that  the  report  as  read 
be  adopted. 

Mr.  CHARLES  WEBSTER  of  Iowa — Mr.  President,  I  wish  to  add  just 
a  word.  My  experience  in  raising  money — and  I  have  had  some  ex- 
perience in  that  line — is  that  it  is  wise  to  get  the  money  before  the 
thing  happens.  You  know  almost  everybody  is  enthusiastic  before- 
hand, but  after  it  is  over  they  give  you  that  far-away  look.  Now  I 
suggest  that  we  have  the  janitor  lock  the  door  and  take  up  the  collec- 
tion as  we  go  out. 

Mr.  R.  HUDSON  BURR  of  Florida — Mr.  President,  I  believe  that  the 
maintenance  of  this  office  in  Washington  is  one  of  the  most  important 
things  we  have  to  give  consideration  to.  I  think  it  has  been  one  of 
the  most  beneficial  things  that  we  have  started  in  recent  years,  and  I 
do  not  believe  any  State  that  contributes  to  its  maintenance  receives 
greater  value  for  any  money  that  it  spends  than  it  receives  for  what 
it  contributes  to  this  cause.  I  believe  you  get  better  results  dollar  for 
dollar  than  for  the  money  that  you  spend  at  home ;  and  since  it  was 
first  started,  with  Commissioner  Aitchison  as  our  solicitor,  I  believe 
it  has  saved  us  each  year  more  than  we  have  contributed  in  expenses 
that  we  would  have  had  to  incur  if  we  had  not  had  the  office  here. 
Take  the  valuation  work  from  the  very  beginning.  If  all  of  the  States 
had  had  to  perform  the  work  which  the  solicitor  has  taken  care  of  for 
them,  it  would  have  cost  them  a  great  deal  more  than  their  contribu- 
tions to  the  support  of  his  office.  And  now  that  the  expenses  of  this 
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office  have  increased  as  well  as  many  other  things  that  we  have  heard 
about,  and  the  work  has  multiplied,  it  is  necessary  now  that  we  raise 
more  money  than  we  have  in  the  past.  It  is  going  to  be  necessary  for 
the  solicitor  to  travel  more  than  he  has  heretofore.  His  railroad  fare 
is  going  to  be  greater  than  it  was.  His  hotel  bills  will  add  to  the 
expense,  and  especially  during  this  year,  when  the  solicitor,  and  the 
Committee  suggested  in  this  report  that  has  been  adopted,  are  in- 
structed to  keep  up  with,  proceedings  under  litigation.  He  will  have  to 
travel  more  than  he  has  heretofore,  because  I  take  it  that  it  will  be  the 
pleasure  of  the  Association  in  many  of  these  instances  that  the  solicitor 
appear  in  a  general  way.  Although  the  committee  has  decided  not  to 
pass  around  the  hat,  I  believe  with  Mr.  Webster  that  a  good  time  to 
get  money  is  when  you  have  got  people  with  you  and  while  the  iron  is 
hot,  and  I  agree  with  him  that  if  it  can  be  done,  the  subscription  should 
be  started  this  morning. 

Mr.  Benton's  work  has  increased  to  the  point  where  he  must  have 
help.  He  needs  a  capable  assistant,  a  man  with  legal  ability  and  a 
knowledge  of  rates.  He  will  need  more  stenographic  help  than  he  has 
had.  He  is  working  himself  overtime,  and  he  is  working  his  help 
overtime.  He  cannot  continue  to  do  this  with  the  work  continually 
growing.  I  believe  that  those  who  have  not  contributed  ought  to  find 
some  way  to  do  so,  and  those  who  have  contributed  ought  if  possible 
to  increase  those  contributions.  My  State  from  the  very  beginning  has 
been  a  contributor.  We  contributed  $500  a  year  until  this  year,  and 
I  must  say  that  that  contribution  is  all  out  of  proportion  to  the  contri- 
butions made  by  other  wealthy  and  populous  States  of  the  Union.  I 
cut  down  our  contribution  at  Indianapolis  last  year  because  our  appro- 
priation was  running  so  low  that  I  was  fearful  that  we  would  be 
unable  to  pay  the  $500  which  we  had  paid  heretofore.  We  paid  $300 
this  year,  and  I  am  willing  to  say  that  we  will  continue  that  payment, 
and  if  it  is  necessary  during  the  year  we  will  increase  it  the  other  $200 
and  bring  it  back  to  $500. 

Some  of  the  Commissions  to  whom  I  have  talked  during  the  past 
year  have  wanted  to  contribute,  but  the  law  of  their  states  was  such 
that  they  could  not  make  the  contribution,  and  as  to  some  of  them  the 
state  of  their  appropriations  has  forbidden  contributions.  Now  I  hap- 
pen to  know  of  several  in  the  southeastern  section  that  since  the  meet- 
ing a  year  ago  have  found  means  of  paying  something,  and  during  the 
coming  year  I  am  satisfied  will  be  in  a  position  to  pay  more  than  they 
have  yet  paid.  I  know  of  one  State  that  has  never  contributed  a  cent, 
simply  because  they  did  not  have  the  money  and  their  law  was  such 
that  they  could  not  if  they  had  had  the  money.  That  State  has  recent- 
ly passed  a  very  comprehensive  law,  and  a  liberal  appropriation  has 
been  made,  and  provision  has  also  been  made  for  that  Commission  to 
participate  in  matters  of  this  kind,  and  after  the  first  of  January  they 
will  be  in  a  position  to  put  some  new  money  into  this  work. 

I  believe  that  is  all  that  I  care  to  say. 

Mr.  FRED  W.  PUTNAM  of  Minnesota — In  connection  with  the  ap- 
pointment of  this  committee  to  carry  on  representation  of  this  Associa- 
tion in  litigation  involving  the  interpretation  of  the  transportation  act, 
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it  is  going  to  mean  a  great  deal  of  additional  work  for  the  general 
solicitor.  He  is  going  to  need  additional  help,  and  that  means  addi- 
tional money.  Minnesota,  I  believe,  has  contributed  $1,000  annually. 
There  is  no  need  for  me  to  compare  the  resources  of  Minnesota  with 
the  resources  of  other  States  in  the  Union.  You  all  know  that  is  a 
way  out  of  proportion  to  what  they  ought  to  pay,  and  Minnesota  is 
going  to  cut  down  its  payment  in  the  coming  year,  because  we  feel  we 
have  done  more  than  our  share.  Then  further,  when  you  come  to  the 
appointment  of  committees  to  take  care  of  matters  of  this  Association, 
the  brief  filed  by  the  litigation  committee  had  41  States  on  it,  and  yet 
there  were  five  members  on  that  committee.  Those  members  came  to 
Washington  at  the  expense  of  their  States.  Counsel  came  to  Wash- 
ington from  those  States,  and  the  expenditure  for  that  committee 
amounted  to  two  or  three  times  what  the  expense  was  for  the  Asso- 
ciation for  the  filing  of  that  brief,  and  that  Committee  was  composed 
of  members  from  Minnesota,  Nebraska,  Florida  and  New  York,  which 
are  already  large  contributors  to  our  national  fund.  It  is  simply  up 
to  all  the  States  to  get  the  money  to  maintain  this  office,  or  else  we  will 
not  have  an  office.  We  have  got  to  get  this  money.  Minnesota  gets 
this  money  by  the  employment  of  Mr.  Benton  as  an  expert  in  Wash- 
ington, and  I  believe  every  State  can  get  money  on  that  basis. 

Mr.  E.  I.  LEWIS  of  Indiana — We  have  passed  the  hour  set  for  the 
special  order.  The  Executive  Committee  were  of  the  opinion  that  at 
this  time  we  should  not  raise  contributions,  but  that  it  should  be  done 
in  another  manner.  We  are  all  for  this  bureau.  We  all  realize  that 
it  must  be  supported  and  enlarged.  I  rise  only  to  offer  a  suggestion 
that  is  profitable  to  us.  We  can  talk  about  some  things  here  that  we 
cannot  say  to  our  State  auditors.  We  closed  the  year  with  a  balance 
of  some  $48,000  which  had  to  go  back  to  the  State  treasury.  Realizing 
that  the  money  was  going  back  out  of  our  control  to  the  State  treasury, 
we  authorized  Mr.  Benton  to  send  on  an  extra  bill,  which  he  did,  and 
we  therefore  have  the  rather  unique  distinction  of  having  paid  our 
dues  in  advance,  $500.  Now  that  gives  me  this  idea :  Many  of  you 
will  be  closing  your  fiscal  years  very  soon.  Some  of  you  are  going  to 
have  money  to  turn  back  into  your  State  treasuries,  and  that  is  where 
it  should  go.  It  is  a  splendid  time  to  contract  obligations  down  here 
to  carry  on  this  national  battle  for  the  settlement  of  these  questions 
that  are  in  controversy.  It  is  just  possible  that  you  can  find  it  con- 
venient to  telegraph  Mr.  Benton  to  send  you  a  bill  for  legal  services, 
and  it  will  come  to  our  aid  here  and  will  not  impoverish  your  commis- 
sions in  the  least  and  the  States  will  never  miss  it. 

Mr.  CHARLES  WEBSTER  of  Iowa — I  want  to  call  your  attention  to 
another  matter.  If  the  railroads  and  the  Traffic  \Vorld  have  their 
way,  all  our  commissions  will  be  buried  in  a  year  or  so,  with  the  green 
grass  growing  all  around.  Therefore  we  ought  to  "  do  it  now."  I  am 
not  quite  so  modest  as  Mr.  Putnam  of  Minnesota.  We  know  that 
Iowa  is  the  best  State  in  the  Union,  bounded  on  the  north  by  the  best 
part  of  Minnesota,  on  the  east  by  the  best  part  of  Illinois  and  Wis- 
consin, on  the  south  by  the  best  part  of  Missouri,  on  the  west  by  the 
best  part  of  Nebraska  and  South  Dakota.  We  pay  $1,000  and  I  am 
sure  that  the  Commissioners  will  be  willing  to  continue  it.  I  should 
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like  to  hear  from  all  the  rest  of  the  States,  and  I  think  it  is  a  very  good 
time  now  to  do  so. 

President  SHAW — I  was  wondering  whether  the  Association  might 
not  act  upon  the  motion  to  adopt  the  report  and  have  that  agreed  to, 
and  then  by  subsequent  motion  if  you  cared  to  canvass  the  States,  that 
it  be  done  in  that  way. 

Mr.  WEBSTER — All  right. 

President  SHAW — The  question  is  on  the  motion  to  adopt  the  report 
as  to  the  Washington  office. 

The  motion  was  agreed  to  unanimously. 

President  SHAW — Now,  gentlemen,  we  are  35  minutes  past  the  hour 
which  was  set  for  the  consideration  of  the  special  order,  which  is  the 
continuation  of  the  discussion  of  the  car  situation,  and  we  will  now 
resume  the  consideration  of  that. 

THE  CAR  SITUATION. 

Mr.  CLYDE  M.  REED  of  Kansas — Mr.  President,  yesterday  when 
the  discussion  of  the  car  question  was  suspended  we  had  gotten  to  the 
point  as  to  whether  or  not  the  rules  governing  the  distribution  of  cars 
as  between  shippers  should  be  those  promulgated  by  the  Interstate 
Commerce  Commission,  of  whether  the  State  Commissions  should 
retain  control  over  that  function  of  car  service.  Commissioner  Aitchi- 
son  had  not,  as  I  recall  it,  expressed  his  views  as  to  whether  two  sets 
of  rules  would  be  practicable.  If  I  may  be  indulged  for  a  moment 
or  two  before  we  get  onto  this  particular  question,  I  want  to  refer,  on 
behalf  of  the  grain  states,  to  a  point  in  Mr.  Aitchison's  paper  wherein 
he  said  that  127,000  box  cars  had  been  sent  to  the  lines  West  serving 
the  grain  states.  He  did  not  say,  which  I  here  do  say,  that  at  the 
time  of  the  conclusion  of  that  movement  all  car  service  orders  moving 
grain  cars  into  the  Western  territory  had  been  canceled.  Therefore 
the  inference  must  have  been  that  the  grain  states  were  well  supplied. 
In  order  that  the  record  may  be  complete  for  the  information  of  this 
Convention  I  want  to  read  into  the  record  at  this  point  the  relation  of 
the  supply  of  cars  in  all  of  the  Western  territories  including  the  North- 
west region  and  central  West  region  and  Southwest  region  about  that 
time. 

Mr.  O.  P.  B.  JACOBSON  of  Minnesota — What  was  the  time? 

Mr.  REED  of  Kansas — The  first  of  October.  I  wish  to  say  again 
that  I  have  no  objection,  as  a  member  of  the  Kansas  Commission,  to  the 
pooling  of  freight  equipment  in  the  United  States.  There  is  distinctly 
some  advantage  in  such  a  policy,  but  the  grain  states  have  not  received 
any  large  share  of  it.  We  are  looking  forward  to  the  movement  of  the 
balance  of  the  grain  crop  of  this  year,  and  the  grain  crop  of  next  year, 
therefore  these  figures  will  be  illuminating. 

On  the  15th  of  June  the  percentage  of  box  cars  in  all  of  the  Western 
territories  was  88.3  per  cent,  of  the  ownership  of  those  lines.  On  the 
15th  of  July  it  was  87.5  per  cent.  On  the  15th  of  August  it  was  91.6 
per  cent.  On  the  first  of  October  it  was  94.2  per  cent. 

On  the  same  date,  the  15th  of  June,  in  the  Allegheny  region,  the  per- 
centage of  box  cars  to  ownership  was  130.4  per  cent.  On  July  15th 
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it  was  139.8  per  cent.  On  August  15th  it  was  128.2  per  cent.  On 
October  1  it  was  119.9  per  cent. 

In  the  Pocahontas  region  on  the  15th  of  June  it  was  119.2  per  cent. 
On  the  15th  of  July  it  was  120.5  per  cent.  On  the  15th  of  August  it 
was  109.4  per  cent.,  and  on  the  first  of  October  121.6  per  cent. 

Those  regions  furnish  the  greatest  contrast.  The  result  of  that 
has  been  that,  so  far  as  the  State  of  Kansas  is  concerned,  we  have 
moved  6,664  cars  of  grain  less  this  year  than  we  moved  last  year,  in 
the  face  of  a  much  greater  grain  crop,  not  only  wheat  but  all  kinds  of 
grain.  Therefore  if  that  sort  of  policy  is  to  be  successful,  the  only 
way  in  which  it  can  be  successful  is  that  in  a  region  which  has  a  sea- 
sonal movement  of  a  considerable  commodity,  the  cars  available  dur- 
ing that  movement  must  be  not  only  normal  but  in  excess  of  the 
normal  supply;  and  exactly  the  reverse  conditions  obtained  so  far  as 
the  grain  states  are  concerned. 

Now  getting  over  to  the  question  of  the  distribution  of  cars  as  be- 
tween shippers,  which  is  one  of  the  most  important  points  with  which 
the  Commission  has  to  deal,  it  is  not  in  my  judgment  practicable  for  one 
rule  to  obtain  governing  interstate  shipments  and  another  rule  to 
govern  concerning  intrastate  shipments  of  any  commodity,  but  par- 
ticularly of  grain.  If  there  were  two  grain  buyers  in  southern  Illinois, 
one  shipping  corn  to  Chicago  and  another  shipping  corn  to  St.  Louis, 
it  would  not  be  practicable  to  apply  one  rule  of  car  distribution  to  the 
shipper  of  corn  to  Chicago  formulated  by  the  Illinois  Commission  and 
another  rule  to  the  shipper  to  St.  Louis,  formulated  by  the  Interstate 
Commerce  Commission.  This  is  a  copy  of  C.  S.  10  issued  by  the 
Car  Service  Commission  of  the  American  Railway  Association,  which 
I  am  informed  this  morning  has  the  approval  of  the  Interstate  Com- 
merce Commission,  governing  the  distribution  of  cars. 

Commissioner  AITCHISON — May  I  ask  to  interrupt,  who  informed 


you  so 


Mr.  REED — The  office  of  the  Car  Service  Commission,  the  chief 
clerk  to  one  of  the  Commissioners ;  although,  if  I  may  be  permitted 
to  say  so,  that  has  been  my  understanding  continuously,  that  what  is 
known  as  C.  S.  10  issued  by  the  Car  Service  Commission,  had  the 
approval  of  the  Interstate  Commerce  Commission.  If  that  is  an 
error  I  shall  be  glad  to  be  corrected.  The  carriers  have  so  advised 
shippers  over  every  road  throughout  the  State  of  Kansas,  and  they 
have  informed  us  that  that  was  the  Interstate  Commerce  Commission 
rule. 

Commissioner  AITCHISON — There  has  not  been  a  man  concerned 
with  these  conferences,  particularly  from  Kansas  or  Minnesota,  who 
does  not  know  that  the  rule  was  the  result  of  conferences  between 
shippers  and  the  State  Commissions ;  and  the  result  was,  it  was  brought 
here  and  argued  before  the  Interstate  Commerce  Commission.  They 
could  not  even  agree  on  how  their  votes  were  recorded,  and  the  Inter- 
state Commerce  Commission  has  not  formally  adopted  or  approved 
any  of  these  rules,  but  they  have  gone  into  effect  just  as  regulations 
put  in  by  the  carriers  themselves  go  into  effect,  without  our  approval, 
subject  to  attack  before  you  or  before  us. 

Mr.  REED — In  regard  to  Kansas  I  hardly  think  we  could  have  ap- 
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proved  this  rule,  because  as  soon  as  the  matter  came  up  after  the 
relinquishment  of  the  railroads  by  the  Government,  we  made  our  own 
rules  for  Kansas,  and  I  want  to  dwell  for  a  moment  upon  the  distinc- 
tion between  these  rules  and  the  rules  which  we  have  adopted.  Sub- 
paragraph  E  of  main  paragraph  2  of  this  circular  reads  that  the  dis- 
tribution of  cars  shall  be  subject  to  various  conditions,  one  of  which  is 
quantity  of  each  kind  of  grain  on  hand,  and  conveniently  located  for 
loading,  intended  for  rail  shipment.  There  is  an  interpretation  of 
this  circular,  issued  from  the  same  source,  and  that  interpretation  has 
been  made  to  hold  that  in  order  to  get  a  car  under  this  rule  the  grain 
must  be  located  on  the  right  of  way  of  the  railroad  or  adjacent  thereto. 
I  am  quite  sure  that  all  of  the  Commissioners  who  have  had  experi- 
ence with  this  rule  have  run  into  that.  The  effect  of  that  has  been 
virtually  to  deprive  the  individual  shipper  of  the  opportunity  to  get  a 
car.  Now  under  the  administration  of  the  Grain  Corporation,  with  a 
guaranteed  price  upon  wheat  there  was  no  considerable  fluctuation  in 
the  market,  and  the  grain  therefore  moved  largely  through  the  ele- 
vators; but  in  recent  months  the  fluctuations  have  been  very  violent. 
It  is  not  within  the  province  of  the  State  Commission  to  sit  in  judgment 
upon  tHe  price  of  grain,  nor  whether  the  farmer  is  getting  all  that  he 
ought  to  get  from  the  elevator  man,  or  whether  the  elevator  man  is 
getting  too  wide  a  margin,  but  it  is  a  function  of  the  State  Commission 
to  see  that  each  class  or  interest  gets  a  fair  proportion  of  the  available 
cars,  and  under  the  interpretation  of  this  rule  it  has  been  impossible 
for  the  individual  shipper,  and  has  been  a  source  of  more  complaint 
than  any  other  single  thing  that  has  come  to  the  Kansas  Commission 
in  the  shipment  of  grain.  Therefore  we  made  our  own  rule. 

But  it  is  important  at  this  time  that  upon  this  point,  so  far  as  it  may 
be  possible  information  shall  be  furnished  us  as  to  the  extent  of  the 
jurisdiction  which  will  be  claimed  and  maintained  by  the  Interstate 
Commerce  Commission  as  against  the  jurisdiction  of  the  State  Com- 
missions in  the  disposition  of  grain  cars  or  other  classes  of  cars  as 
between  shippers  in  a  state.  It  is  important  that  that  should  be  made 
known,  because  there  is  no  single  thing  in  this  car  service  that  is 
quite  so  important  as  that.  There  is  no  single  thing  that  is  so  much  in 
doubt  at  this  time  and  there  is  no  single  thing  that  has  caused  so  much 
complaint  as  the  application  of  this  rule  of  car  distribution  by  the  car- 
riers, which  they  have  claimed  to  be  with  the  approval  of  the  Inter- 
state Commerce  Commission,  although  Commissioner  Aitchison  claims 
that  that  is  not  correct. 

Mr.  J.  W.  RAISH  of  South  Dakota — I  think  the  rule  for  the  distribu- 
tion of  cars  as  between  shippers  is  based  on  the  decision  of  the  Inter- 
state Commerce  Commission,  made  I  think  in  1916  or  1917  in  a  case 
arising  in  South  Dakota.  I  think  it  was  the  Farmers  Elevator  Com- 
pany v.  The  Chicago,  Milwaukee  &  S't.  Paul  Railroad  Company,  and 
that  rule  is  laid  down  specifically  in  that  case.  So  I  think  there  is  no 
question  as  to  the  approval  of  the  rule  by  the  Interstate  Commerce 
Commission. 

Commissioner  AITCHISON — That  case  which  the  gentleman  refers  to 
was  decided  by  Division  No.  1,  of  which  I  happen  to  be  a  member. 
It  was  followed  later  by  the  Tanner  case,  and  the  Tanner  case  did  not 
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eventuate  in  an  order,  but  did  eventuate  in  a  request  on  the  part  of 
all  concerned  that  they  might  have  an  opportunity  to  get  together  and 
see  if  they  could  agree.  That  conference  was  held,  and  an  agreement 
seemed  to  be  impossible.  The  thing  I  am  trying  to  explain  to  Judge 
Reed  is  that  the  Interstate  Commerce  Commission  has  never  under- 
taken, except  in  the  South  Dakota  case,  to  say  what  the  rule  of  distri- 
bution shall  be,  and  has  never  undertaken  to  say  what  the  rule  of 
distribution  shall  be  as  to  intrastate  shippers  within  the  state.  There 
was  no  order  made  on  that  in  the  Tanner  case.  Certainly  we  have  no 
such  pride  of  opinion,  and  if  you  gentlemen  can  get  together  and  can 
agree  upon  any  fair  rule  upon  which  you  want  these  cars  distributed, 
which  is  not  going  to  delay  equipment,  there  will  be  no  trouble  about 
getting  uniformity. 

Mr.  REED — I  am  glad  to  know  that,  because  in  my  judgment  it  is 
wholly  impracticable  to  apply  one  rule  of  car  distribution  in  the  grain 
states  to  interstate  shipments  and  another  rule  of  distribution  to  intra- 
state shipments.  That  is  certainly  one  phase  of  car  service  that  in  my 
judgment  very  clearly  must  rest  with  the  state  commissions  and  the  rail- 
roads ;  and  the  Car  Service  Division  of  the  American  Railroad  Asso- 
ciation should  stop  telling  shippers  that  this  C.  S.  10  will  be  enforced 
because  the  Interstate  Commerce  Commission  has  so  ordered. 

Mr.  T.  A.  BROWNE  of  Nebraska — There  is  one  point  in  connection 
with  this  discussion  between  Judge  Reed  and  Commissioner  Aitchison 
that  I  think  needs  a  little  clarification.  Nebraska  played  some  part 
in  the  controversy  over  proper  rules  for  the  distribution  of  cars  be- 
tween stations,  and  between  shippers  at  stations,  that  resulted  -in 
C.  S.  10  to  which  Judge  Reed  refers.  The  Interstate  Commerce  Com- 
mission in  the  South  Dakota  case  has  found  what  the  proper  rule 
should  be  for  distribution  between  industries  and  stations,  and  has 
ordered  the  railroads  to  eliminate  discrimination.  Nebraska  had  some 
rules  of  its  own  that  were  based  on  state  law,  and  an  order  of  the 
Commission  also,  and  that  came  into  controversy  on  a  complaint  to 
the  Interstate  Commerce  Commission  in  the  Tanner  case,  an  alleged 
discrimination  against  interstate  commerce.  It  was  stipulated  in  the 
beginning  of  this  case  that  two  rules  could  not  apply,  because  when 
two  cars  were  set  out  at  a  station  it  was  impossible  to  say  how  a  ship- 
ment was  to  move,  whether  one  was  to  be  a  state  movement  and  the 
other  an  interstate  movement,  or  whether  both  were  to  be  state  or 
both  were  to  be  interstate.  That  case  was  heard  before  Examiner 
Brown,  who  is  present  here  today,  and  when  the  case  was  heard,  as 
Commissioner  Aitchison  says,  there  was  a  rinding  but  not  an  order, 
and  the  recommendation  of  Examiner  Brown  was  to  try  to  get  to- 
gether and  work  out  some  uniformity.  Two  or  three  conferences 
were  held  at  Chicago  between  railroads,  shippers,  state  commissioners 
and  an  Examiner  of  the  Interstate  Commerce  Commission,  and  as  a 
result  of  those  conferences  a  report  was  made.  It  was  a  compromise 
report,  and  that  report  was  a  recommendation  for  a  uniform  method 
of  distributing  cars.  But  I  think,  if  I  may  be  permitted  to  say,  Com- 
missioner Aitchison  is  in  error  in  saying  that  that  ended  the  situation. 
It  did  not.  The  Interstate  Commerce  Commission  later  issued  an 
order  in  which  they  adhered  to  the  decision  in  the  South  Dakota  case, 


162        PROCEEDINGS  OF  THE  THIRTY-SECOND  ANNUAL  CONVENTION 

and  it  was  their  adherence  to  that  rule  that  brought  out  from  the 
American  Railway  Association,  the  Car  Service  Section,  C.  S.  10, 
which  embodies  all  the  findings  of  the  Interstate  Commerce  Commis- 
sion as  to  how  those  cars  should  be  distributed.  Now  I  am  quite  con- 
vinced that  the  Interstate  Commerce  Commission  was  entirely  within 
its  powers  in  saying  how  those  cars  within  the  states  should  be  dis- 
tributed, because  they  are  so  intermingled  with  interstate  traffic  that  in 
a  test  case  there  is  no  doubt  in  my  mind  that  the  courts  would  say 
that  the  rule  of  the  Interstate  Commerce  Commission  would  have  to- 
survive,  and  on  that  account  we  tested  the  case  no  further.  We  have 
carried  out  the  provisions  as  found  by  the  Interstate  Commerce  Com- 
mission, but  have  not  carried  them  out,  and  the  railroads  in  our  states 
have  not  asked  to  have  them  carried  out  as  Judge  Reed  seems  to  inter- 
pret them,  so  that  the  individual  shipper  has  no  chance  under  those 
rules.  We  do  not  so  interpret  the  rules,  and  neither  have  the  carriers 
in  our  state. 

I  am  glad  to  hear  Commissioner  Aitchison  say  that  the  Interstate 
Commerce  Commission  does  not  feel  that  it  can  supervise  the  distribu- 
tion of  cars  between  stations  and  at  stations  in  the  states.  They  are 
so  wrapped  up  in  local  conditions  that  it  is  impossible  to  do  anything 
with  them  as  far  away  as  Washington.  In  fact,  while  those  rules  have 
been  put  out  in  conformity  with  the  instructions  of  the  Commission, 
the  carriers  in  many  instances  failed  to  observe  them  in  the  least  until 
required  to  do  so. 

Mr.  E.  I.  LEWIS  of  Indiana — Mr.  President,  I  think  that  the  state 
which  I  represent  here  feels  rather  more  friendly  than  a  great  many 
of  the  Commissioners  who  have  spoken  here  in  the  matter  of  looking 
at  the  railroads  as  a  national  means  of  transportation.  We  not  only 
do  that  in  the  matter  of  rates,  but  also  in  the  matter  of  meeting  emerg- 
encies by  the  shifting  of  cars  from  one  section  to  another.  So  in  ask- 
ing a  question  of  Commissioner  Aitchison  we  appear  here  today  in  a 
wholly  friendly  spirit.  Our  policy  for  example  has  been  to  work  in 
accord  with  the  Interstate  Commerce  Commission  as  far  as  it  is  pos- 
sible. Mr.  Aitchison  yesterday  differentiated  between  the  distribution 
of  cars  to  sections  or  states,  and  then  the  distribution  of  cars  to  the 
shippers,  and  I  would  like  to  ask  him  now  if  I  am  to  understand  that 
the  Interstate  Commerce  Commission,  having  distributed  the  cars  to 
carriers  and  to  sections  of  the  country,  whether  it  is  the  desire  and 
intent  of  the  Interstate  Commerce  Commission  to  permit  the  state  to 
function  in  the  matter  of  the  distribution  of  cars  to  shippers? 

Commissioner  AITCHISON — I  cannot  of  course  promise  anything  in 
advance.  When  that  question  comes  up  we  will  answer  it  as  we 
should  answer  it  on  the  record  that  is  made  before  us ;  but  what  I  was 
endeavoring  to  say  was  that  in  the  case  of  a  practical  emergency  such 
as  we  have  been  going  through,  the  problem  is  wholly  too  great  for 
Washington  to  undertake  to  say  that  a  shipper  at  Station  A  is  getting 
too  many  cars  and  that  a  shipper  at  Station  B  is  getting  too  few,  and 
that  that  was  a  local  question,  which  the  state  commission  was  infi- 
nitely better  qualified  to  pass  upon  than  any  one  in  Washington,  just 
as  Mr.  McAdoo  while  Director  General,  and  Mr.  Hines,  could  scarcely 


PROCEEDINGS  OF  THE  THIRTY-SECOND  ANNUAL  CONVENTION         163 

be  expected  to  handle  that  situation,  which  was  local  as  distinguished 
from  national. 

Mr.  E.  I.  LEWIS  of  Indiana — Again  prefacing  what  I  have  to  say 
by  the  remark  that  we  are  very  friendly  inclined  to  your  angle  of  view 
of  the  national  scope  of  transportation,  we  believe  it  would  much 
clarify  the  whole  situation  if  there  was  a  clear-cut  statement,  if  it  were 
possible  for  the  Interstate  Commerce  Commission  to  give  us  a  clear- 
cut  statement.  We  would  understand  better  what  we  were  supposed 
to  do,  and  it  would  also  demark  the  point  where  we  would  not  come  in 
conflict  with  the  Interstate  Commerce  Commission.  Would  it  be  pos- 
sible to  give  us  such  a  clear-cut  statement  ? 

Chairman  EDGAR  E.  CLARK  of  the  Interstate  Commerce  Commission 
—I  understand  the  Commissioner  is  asking  a  question  and  not  answer- 
ing one. 

Mr.  LEWIS  of  Indiana — I  am  asking  one,  yes. 

Chairman  CLARK — My  answer  is  that  it  does  not  seem  to  me  at  all 
reasonable  to  expect  a  tribunal  such  as  the  Interstate  Commerce  Com- 
mission at  this  time,  in  view  of  the  short  period  within  which  it  has 
had  any  jurisdiction  of  the  service  of  the  carriers,  to  attempt  to  outline 
what  it  will  do  under  circumstances  that  we  are  not  yet  acquainted 
with,  and  in  the  light  of  conditions  that  we  do  not  know  in  the  various 
states,  and  in  the  light  of  the  differences  of  view,  and  the  sharp  differ- 
ences of  view  that  I  predict  will  be  found  in  adjoining  states  as  to 
what  should  be  the  uniform  rules,  if  uniformity  can  be  obtained.  We 
do  not  know  what  we  may  do.  We  do  not  know  what  we  may  be 
obliged  to  do. 

But  if  I  may  be  permitted  to  proceed  a  little  bit  further,  I  want  to 
suggest  that  it  is  more  reasonable  and  more  appropriate  to  judge  a 
tribunal  by  what  it  has  done  through  a  period  of  years  than  by  attempt- 
ing to  guess  at  what  it  will  do  under  the  new  law  and  the  new  state  of 
facts,  and  with  regard  to  a  proposition  which  it  has  not  had  any  oppor- 
tunity as  yet,  under  the  stress  of  tremendously  more  important  matters, 
even  to  give  consideration  to. 

The  records  of  the  Interstate  Commerce  Commission  and  of  its 
public  and  official  reports  will  show,  through  a  long  series  of  years, 
that  its  full  disposition  and  in  every  instance  its  efforts  have  been  di- 
rected toward  a  localization  of  these  questions.  You  can  go  away  back 
to  the  Norfolk  &  Western  case  regarding  the  distribution  of  coal  cars 
and  the  rating  of  coal  mines.  It  had  a  system  of  rating  coal  mines  on 
the  basis  of  the  number  of  coke  ovens  that  were  built  in  connection 
with  a  mine.  The  result  was  that  large  numbers  of  coke  ovens  were 
built  which  were  never  fired  up.  They  never  intended  to  use  them  for 
making  coke.  Those  ovens  were  built  purely  as  means  of  getting  an 
additional  mine  fating.  That  was  complained  of.  It  was  believed 
that  it  was  not  an  appropriate  system,  and  the  matter  was  brought  to 
us  on  a  sort  of  consent  proceeding.  We  heard  the  parties  all  through. 
We  issued  our  report  condemning  the  system  which  the  Norfolk  & 
Western  Railroad  had  in  effect.  The  Norfolk  &  Western  asked  us 
to  prescribe  the  rule  which  they  should  follow,  and  we  said,  "  No,  you 
get  together  with  the  operators  on  your  line  and  agree  upon  it.  If 
you  cannot  agree  after  you  have  made  an  honest  effort  to  do  so,  come 
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to  us  and  we  will  attempt  to  decide  the  questions  of  disagreement  as 
far  as  our  jurisdiction  goes." 

They  proceeded  on  that  line.  They  reached  an  agreement,  and  I 
cannot  recall  that  we  have  ever  heard  one  word  of  complaint  since 
that  time  about  mine  ratings  on  the  Norfolk  &  Western  road.  The 
only  instance  in  which  we  have  issued  an  order  fixing  a  rule  to  govern 
the  distribution  of  grain  cars  applies  only  to  the  distribution  between 
the  shippers  at  a  station,  and  was  issued  only  in  pursuance  of  our 
plain  duty  when  the  controversy  was  brought  to  us  on  formal  com- 
plaint, and  we  were  called  upon  to  determine  whether  or  not  there  was 
an  undue  prejudice  against  state  shipments  and  an  undue  preference 
in  favor  of  interstate  shipments,  and  we  prescribed  a  rule  which  we 
found  to  be  a  reasonable  rule.  That  was  in  the  South  Dakota  case  to 
which  reference  has  been  made.  It  does  not  necessarily  follow  that 
the  Interstate  Commerce  Commission  is  unalterably,  for  all  time,  com- 
mitted to  that  rule  in  preference  to  any  other.  Certainly  we  are  not 
to  be  suspected  even  of  having  such  a  pride  of  opinion  that  we  can 
conceive  of  a  rule  that  is  so  much  better  than  anything  else  that  could 
be  contrived  that  we  propose  to  seize  upon  the  fact  that  we  happen  to 
have  authority  to  do  so,  and  impose  that  against  the  wish  and  the  will 
of  the  railroads  and  of  their  shippers.  That  is  inconceivable. 

Mr.  E.  I.  LEWIS  of  Indiana — May  I  ask  you  this  other  question: 
Are  we  to  understand  from  your  statement  that  if  the  state  should 
proceed  to  the  distribution  of  cars,  under  its  rule,  in  all  likelihood  the 
state  would  have  no  conflict  of  jurisdiction  or  controversy  with  the 
Interstate  Commerce  Commission  ? 

Chairman  CLARK — That  will  depend  altogether  upon  how  your  rule 
works,  and  upon  whether  or  not  people  who  are  affected  by  the  rule 
appeal  to  this  Commission  on  complaint  against  it.  Especially  if  you 
fix  a  rule  in  your  state  that  is  satisfactory  to  the  railroads  of  that  state 
and  satisfactory  to  the  shippers  in  that  state,  and  it  is  not  brought  here 
upon  complaint,  we  can  give  you  one  assurance,  and  that  is  that  we 
have  enough  other  things  to  do  without  going  out  there  to  look  for  it. 

Mr.  E.  I.  LEWIS  of  Indiana — I  think  that  clarifies  the  situation  con- 
siderably. Now  while  we  are  on  our  feet,  may  I  say  that  while  the 
emphasis  has  been  laid  here  on  the  distribution  of  grain  cars,  and  while 
it  has  been  a  serious  matter  in  our  state,  even  to  the  extent  that  there 
has  been  at  least  one  receivership  as  the  result  of  the  inability  of  an 
elevator  to  move  the  grain,  still  there  are  a  number  of  states,  and  I 
think  I  can  speak  pretty  generally  of  the  district  composed  of  Indiana, 
Illinois,  Wisconsin  and  Ohio,  in  which  the  movement  of  grain  at  this 
time  is  wholly  secondary  in  importance  to  the  movement  of  coal.  And 
incident  to  that  problem  comes  the  matter  of  the  100  per  cent,  distri- 
bution of  coal  equipment  to  mines  which  have  railroad  contracts.  Has 
the  Interstate  Commerce  Commission  any  fixed  policy  in  the  matter  of 
the  protection  of  those  100  per  cent,  contracts  for  the  supply  of  rail- 
roads ? 

Chairman  CLARK — The  Commission  has  never  attempted,  and  will 
not  attempt  to  determine  those  questions  upon  the  basis  of  private  con- 
tracts. Neither  will  we  attempt  to  enforce  private  contracts.  But 
the  Commission  has  said  in  the  old  Hocking  Valley  case,  that  the  rail- 
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road  in  providing  itself  with  the  fuel  supply  which  it  must  have  in 
order  to  serve  any  one,  may  assign  its  cars  for  that  purpose  and  have 
them  devoted  while  so  assigned  to  the  purpose  of  securing  the  carrier's 
supply  of  fuel.  That  was  tested  in  the  courts  and  went  through  to  the 
Supreme  Court  of  the  United  States  and  was  sustained  in  toto. 

Mr.  E.  I.  LEWIS  of  Indiana — Of  course  we  all  concede  that,  but  that 
supply  might  be  obtained  either  by  distribution  of  the  cars  equally  to 
all  the  mines  on  the  road,  or  by  the  distribution  100  per  cent,  to  the 
mines  which  had  railroad  contracts.  Can  you  clarify  that? 

Chairman  CLARK — No,  I  cannot  clarify  that  situation,  for  the  rea- 
son that  the  mines  do  not  all  produce  the  same  quality  of  coal.  Some 
of  it  may  be  desirable  for  railroad  fuel,  and  other  kinds  may  be  unfit 
for  that  use.  We  have  no  means  of  forcing,  and  no  disposition  to 
force  a  mine  operator  to  sell  his  coal  to  the  railroad  if  he  does  not 
want  to.  And  then  too,  obviously,  you  cannot  distribute  the  cars  for 
the  railroad  fuel  evenly  among  all  the  mines  unless  all  the  mines  are 
equally  obligated  to  furnish  railroad  fuel. 

Mr.  E.  I.  LEWIS  of  Indiana — But  if  all  the  mines  supplied  coal  that 
was  suitable  for  railroad  fuel,  even  if  they  did  not  supply  coal  of  equal 
character  or  grade,  would  there  be  any  objection  to  the  distributing, 
the  assignment  of  those  cars  for  railroad  fuel  among  all  the  mines? 

Chairman  CLARK — There  would  be  no  objection  on  our  part.  There 
is  no  objection  on  our  part  now.  If  the  mine  operators  and  the  rail- 
roads can  agree  that  the  fuel  supply  is  to  be  taken  equitably  or  equally 
among  all  the  mines,  under  an  absolutely  equitable  and  equal  car  dis- 
tribution according  to  their  reasonable  mine  rating,  we  have  no  objec- 
tion. There  is  nothing  mandatory  about  that  order.  We  have  simply 
said  that  the*  railroad  has  the  right  so  to  use  its  cars.  It  may  so  use 
them.  Some  railroads  do  not  do  it.  I  know  one  or  two  instances 
where  the  railroad  does  get  its  fuel  under  exactly  the  rule  that  your 
question  implies. 

Mr.  E.  I.  LEWIS  of  Indiana — That  is  an  equal  distribution  ? 

Chairman  CLARK — Yes.  And  we  have  not  interfered  with  it,  and 
we  have  no  disposition  to  interfere  with  it. 

Mr.  E.  I.  LEWIS  of  Indiana — While  I  am  on  my  feet  may  I  suggest 
that  I  believe  that  the  situation  of  the  Interstate  Commerce  Commis- 
sion in  relation  to  the  state  commissions  is  much  the  same  as  the  situa- 
tion of  the  state  commissions  to  their  municipalities.  Most  of  the 
commissions  have  found  that  it  is  well  if  it  is  possible  to  make  definite 
statements,  clarify  the  situation,  and  produce  unified  action  and  har- 
mony of  result.  That  is  all  I  am  trying  to  get,  is  clarity  of  the  situa- 
tion. Let  me  say  again  that  I  am  very  favorably  disposed  toward 
the  national  idea  of  the  railroads,  and  that  we  want  to  work  in  accord 
with  you ;  but  in  this  connection  I  want  to  direct  your  attention  to 
something  which  you  already  know  to  be  a  fact,  that  there  are  a  few 
states  in  which  the  coal  situation  is  very  acute — in  the  states  I  have 
particularly  mentioned ;  and  the  withdrawal  of  Order  16  and  the  issu- 
ance of  a  substitute  has  reduced  our  coal  supply  for  public  utilities 
to  the  point  where  it  is  very  hazardous  indeed.  That  is  a  subject  on 
which  it  is  difficult  to  present  definite  data,  but  I  can  present  some- 
thing that  is  approximate.  A  little  more  than  a  month  ago  we  took 
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a  census  of  the  coal  supply  of  the  public  utilities  in  the  State  of  Indi- 
ana. We  found  that  that  supply  ran  all  the  way  from  two  or  three 
days  to  sixty  days,  and  averaged  eleven  and  one  half  days.  At  that 
time  the  public  utilities  were  operating  under  Order  16,  I  believe  it  was, 
and  they  were  able  to  maintain  their  stocks  of  supply;  but  under  the 
subsequent  order  the  utilities  have  not  been  able  to  do  so.  Their 
stocks  of  supply  have  been  reduced  to  the  point  where  I  think  the  aver- 
age over  the  state  has  dropped  from  eleven  days'  supply  down  to  five 
days'  supply.  In  talking  with  our  confreres  in  Illinois,  Wisconsin  and 
Ohio,  I  find  that  the  situation  is  bad.  We  are  finding  I  believe  that 
the  operation  of  the  present  order  is  not  safeguarding  the  vital  interests 
which  are  served  by  our  public  utilities.  It  is  just  a  matter  that  I 
wanted  to  report  to  your  first-handed  in  a  friendly  spirit. 

Chairman  CLARK — I  am  very  glad  to  be  able  to  give  you  some  in- 
formation on  that  point. 

Mr.  E.  I.  LEWIS  of  Indiana — I  shall  be  very  pleased  to  have  it. 

Chairman  CLARK — In  the  first  place  I  want  to  say  that,  in  view  of 
the  circumstances  that  obtained  throughout  the  country  and  which 
are  well  known  to  all  of  you,  at  the  time  the  Transportation  Act  be- 
came a  law,  and  that  have  persisted  since  that  time  and  been  greatly 
aggravated  by  labor  troubles  that  could  not  have  been  foreseen,  I  do 
not  feel  that  any  action  taken  by  the  Interstate  Commerce  Commis- 
sion under  its  car  service  powers  needs  any  defense  where  the  facts 
under  which  the  order  was  made  are  understood;  and  I  do  not  think 
we  need  to  apologize  for  anything  that  we  have  failed  to  do,  and  I  do 
not  want  to  be  understood  as  doing  either  of  those  two  things.  With- 
out going  into  what  might  be  interesting,  but  would  be  too  long  a 
recital  of  the  conditions  affecting  the  fuel  situation,  and  coming  con- 
cretely to  the  point  that  you  refer  to,  I  want  to  point  out  that  one  of 
the  things  which  we  bore  in  mind  and  carefully  protected  by  the 
assigned  car  rule  permitted  public  utilities  the  same  advantage  that 
the  railroad  has  under  the  assigned  car  rule  for  railroad  fuel,  to  see 
to  it  that  public  utilities  could  get  coal  for  their  current  needs,  but 
not  to  increase  their  storage.  That  was  the  specific  provision  of  our 
order.  And  under  that  provision  they  were  able  to  get  coal  for  their 
current  needs,  and  many  of  them  did  a  good  deal  more.  Some  of 
them  did  largely  increase  their  storage  supply,  and  others  connived 
with  outsiders  and  dishonestly,  and  wholly  improperly  shipped  coal 
under  those  terms,  and  under  these  assigned  car  privileges,  coal  that 
never  was  used  for  the  public  utility  at  all,  but  was  diverted  to  other 
uses,  and  that  is  why  we  suspended  that  order.  And  since  we  suspended 
that  order  we  have  said  to  every  public  utility,  or  every  representative 
of  a  public  utility  who  has  approached  us  on  the  subject,  "  You  bring 
to  us  a  showing  of  a  mine  operator  from  whom  you  have  contracted 
your  coal,  and  show  us  the  railroad  over  which  you  want  to  ship  it. 
and  give  us  an  opportunity  to  give  a  specific  permit  or  order  that  will 
take  care  of  your  situation,  and  we  will  give  it  full  consideration  " ; 
and  not  one  of  them  has  come  forward  with  his  operator  prepared 
to  say,  "  We  want  this  coal  and  this  operator  will  furnish  it  if  you  will 
provide  the  cars." 
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Mr.  ERNEST  D.  LEWIS  of  West  Virginia — As  to  furnishing  coal  to 
utilities,  the  situation  in  our  state  is  this :  We  have  utilities  and  coal 
mines  within  a  quarter  of  a  mile  or  half  a  mile  of  each  other.  The 
trouble  in  our  state  is  that  the  coal  operators  will  not  contract  their 
coal  to  these  utilities.  Under  that  assigned  car  order  we  find  utilities 
asking  for  the  assignment  of  cars,  so  many  cars  each  day,  when  they 
could  not  get  a  contract  for  any  definite  period  of  time.  They  had  to 
buy  their  coal  on  the  market,  and  could  not  get  their  coal  without  cars. 
That  is  the  situation  that  we  have  to  look  after.  I  do  not  know  how 
you  can  meet  a  situation  of  that  kind  when  you  cannot  make  operators 
contract  for  coal,  and  the  utilities  cannot  continue  to  run  without  coal. 

Chairman  CLARK — And  neither  can  this  Commission  nor  the  rail- 
road company  require  the  operator  who  has  made  a  contract  to  com- 
ply with  its  terms  and  ship  under  his  contract  if  he  elects  to  ship  some- 
where else  to  the  spot  market  for  more  money.  All  of  those  things 
enter  into  this  question,  gentlemen.  But  as  I  was  about  to  say,  having 
been  pretty  closely  associated  with  my  good  brother  Aitchison  in  our 
attempts  to  administer  this  law,  it  is  not  so  new  to  be  subjected  to 
criticism  which  is  not  founded  in  a  full  understanding  of  all  the  facts ; 
and  I  again  say  that  the  best  evidence  of  a  disposition  of  a  man  is 
what  he  has  done  and  what  he  is  doing,  instead  of  a  guess  at  what  he 
may  do  at  some  time  in  the  future  under  a  different  set  of  circum- 
stances, and  that  is  true  with  regard  to  a  tribunal.  I  think  that  the 
disposition  of  this  Commission  in  regard  to  these  car  service  matters 
is  best  evidenced  by  the  fact  that  just  as  soon  as  we  assumed  these 
duties  we  brought  about  the  formation,  at  various  important  centers 
throughout  the  country,  of  local  committees  upon  which  we  had  one 
representative  of  this  Commission  to  keep  us  advised.  We  had  a 
representative  of  the  shipping  interests  at  that  point  or  in  that  locality, 
and  we  invited  the  state  commissions  generally  to  have  a  representative 
serving  on  those  committees.  Those  committees  were  charged  with 
the  duty  of  keeping  in  touch  with  the  situation,  of  coordinating  the 
facilities  and  the  efforts  to  move  traffic  as  well  as  they  could  locally, 
to  keep  us  advised  of  the  situation,  and  I  submit  that  they  have  ac- 
complished a  great  work.  Now  since  this  law  became  effective  we 
have  not  had  time  to  permanently  organize  our  Car  Service  Bureau. 
One  of  the  features  of  our  plan  and  of  the  organization  that  we  are 
now  perfecting,  and  that  we  are  simply  awaiting  the  result  of  Civil 
Service  examinations  to  carry  out,  is  to  establish  car  service  agents 
at  various  sections  throughout  the  country  with  whom  we  hope  to 
affiliate  or  connect  local  committees  such  as  I  have  referred  to,  all  with 
an  appreciation  of  the  fact  that  it  is  physically  impossible  for  any 
tribunal  at  Washington  or  any  other  single  point  in  this  country  to 
deal  with  the  tremendous  mass  of  details  that  come  up  in  connection 
day  by  day  and  from  hour  to  hour,  with  transportation  in  the  many 
different  localities.  Uniformity  is  a  nice  thing  to  have  if  it  will  fit  the 
situation;  but  if  a  uniform  rule  will  work  hardship,  will  contribute 
to  inefficiency  in  transportation,  and  if  there  can  be  differing  rules  in 
different  sections  of  the  country,  in  different  states,  that  fit  the  respec- 
tive localities,  it  is  perfectly  obvious  that  the  differing  rules  are  pre- 
ferable. 
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I  repeat  that  neither  in  this  nor  any  other  matter  has  the  Interstate 
Commerce  Commission  at  any  time  entertained  any  pride  of  opinion 
or  desire  to  enforce  any  views  which  it  might  have,  except  as  it  has 
been  morally  obligated  to  determine  questions  that  have  been  brought 
to  it  under  the  provisions  of  the  law,  and  which  it  was  its  duty  to 
determine,  and  in  which  it  was  impossible  to  harmonize  conflicting 
or  contending  views  and  attitudes.  It  is  impossible  to  decide  'a  case 
both  ways,  where  two  parties  come  in  and  one  takes  one  extreme  and 
the  other  the  other  extreme.  In  such  a  case  the  Commission  must 
decide  it.  We  have  said,  and  we  have  said  in  perfect  good  faith,  that 
in  this  matter  as  in  other  matters  we  desire  the  cooperation  of  the  state 
commissions.  We  do  not  expect  them  all  to  think  alike.  That  was 
demonstrated  in  this  grain  distribution  car  case  to  which  reference 
has  been  made  here  two  or  three  times.  We  made  an  earnest  effort 
to  get  the  parties  there  to  agree  upon  something  that  would  be  satis- 
factory or  acceptable,  and  we  found  it  impossible.  I  could  cite  to  you 
numerous  instances,  some  of  them  of  very  recent  date,  where  our 
Director  of  Traffic  has  gone  out  in  the  country  and  called  representa- 
tives of  the  grain-shipping  interests  and  the-  railroads  together  and 
tried  to  work  out  some  agreement.  I  think  we  went  to  the  extreme 
in  an  effort  to  get  an  agreement  between  the  different  grain-growing 
states  as  to  the  minimum  weights  on  grain,  before  we  formally  decided 
it  as  we  had  to  do  some  time  ago.  The  millers  on  one  side  of  the 
Missouri  River  complained  of  the  minimum  weight  applicable  to  inter- 
state shipments,  which  they  alleged  unduly  prejudiced  them  in  com- 
parison with  their  competitor  on  the  other  side  of  the  river  who  was 
shipping  under  a  lower  state  minimum.  Now  what  difference  can  it 
make  to  us,  except  that  we  want  to  see  the  thing  done  right,  whether 
the  minimum  weight  on  a  given  commodity  is  36,000  pounds  or  40,000 
pounds?  But  it  is  perfectly  obvious  that,  if  there  is  one  minimum  on 
one  side  of  the  river  and  another  minimum  for  the  competitor  on  the 
other  side  of  the  river,  and  it  is  complained  of  to  us,  the  duty  lies 
upon  us  to  determine  whether  there  is  an  undue  prejudice,  and  if 
so  to  require  its  removal,  and  we  shall  hot  shrink  from  performing 
that  duty,  although  it  would  be  very  agreeable  if  it  never  came  to  us. 

Now  let  me  offer  this  one  suggestion :  I  do  not  think  that  there 
is  a  single  member  of  a  state  commission  who  has  made  a  study  of 
these  questions  who  would  be  willing  to  get  up  now  and  say,  "  Six 
months  or  a  year  from  now  I  will  hold  that  this  is  the  only  reasonable 
rule,"  and  you  cannot  expect  us  so  to  do. 

Mr.  O.  P.  B.  JACOBSON  of  Minnesota — I  had  not  expected  to  appear 
before  the  Convention  at  this  time,  but  by  request  of  the  State  Com- 
missioners I  came  up  here  to  have  a  meeting  with  the  Car  Service 
Board  today.  I  did  not  hear  the  report  of  my  old  friend  Commis- 
sioner Aitchison  yesterday,  but  I  just  want  to  tell  this  Convention  that 
last  summer  in  Minnesota,  North  Dakota  and  South  Dakota  we  organ- 
ized a  commission  on  car  service,  composed  of  representatives  from 
the  three  states  and  also  the  Congressmen  from  the  three  states,  and 
we  appeared  before  the  Interstate  Commerce  Commission  August  9, 
and  w.e  came  down  here  with  facts.  When  we  came  down  here  we 
knew  exactly  what  we  were  talking  about.  We  also  got  the  report 
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today  of  the  percentage  of  cars  in  the  Northwest  up  to  November  1st. 
It  was  not  obtainable  by  us  in  Washington,  but  in  Minnesota  we  always 
keep  right  up  to  date.  I  want  to  read  the  report : 

"  Car  Service  Circular  No.  85  provides  for  the  equalization  of  equip- 
ment as  between  eastern  and  western  lines.  The  M.  &  St.  L.  Railroad 
on  October  31st  had  on  their  line  box  cars  which  in  numbers  repre- 
sented 90%  of  their  ownership.  This  figure  includes  closed  equip- 
ment in  transit.  Mr.  E.  J.  Sturtevant,  Superintendent,  Car  Service, 
of  the  M.  &  St.  L.  Railroad,  stated  by  'phone  that,  while  90%  would 
indicate  that  they  had  a  very  good  supply  of  box  cars  on  their  line, 
there  is  only  a  small  percentage  of  these  cars  for  the  loading  that  the 
M.  &  St.  L.  Railroad  originates  for  eastern  delivery.,  which  is  prin- 
cipally grain  and  grain  products.  Mr.  Sturtevant  stated  that  less  than 
20%,  in  most  cases  about  10%  of  the  box  cars  delivered  to  the  M. 
&  St.  L.  Railroad  by  eastern  connections  at.  Peoria  and  elsewhere 
under  Circular  85  are  not  fit  for  the  loading  of  grain  and  grain  pro- 
ducts— only  for  lumber,  baled  hay  and  straw,  coal,  and  other  rough 
commodities,  some  not  even  fit  for  hay  and  straw  loading,  and  none 
of  this  kind  of  loading  is  produced  by  the  M.  &  St.  L.  Railroad  for 
eastern  delivery.  Hence  the  delivery  of  this  class  of  box  cars  to  M. 
&  St.  L.  Railroad  has  resulted  in  a  surplus,  which  cannot  be  made  use 
of  by  that  line. 

'  They  now  have  approximately  600  of  these  cars  on  the  line  for 
which  they  have  no  use.  Some  of  these  cars  came  to  them  from 
eastern  connections  for  delivery  to  some  line  west,  the  M.  &  St.  L. 
being  the  intermediate  delivering  carrier.  However,  the  unfit  condi- 
tion of  these  box  cars  caused  some  to  be  refused  by  the  western  con- 
nection when  offered  to  it  by  the  M.  &  St.  L.  Railroad. 

"  For  other  lines  the  percentage  of  box  cars  on  line,  to  ownership  is 
as  follows : 

"  Northern  Pacific  Railway — 77% — November  1st. 
"  Great  Northern  Railway — 78  8/10% — November  1st. 
"  Soo  Line— 81  1/10%— November  1st. 
"  C.  St.  P.  M.  &  O.  Railway— 86%— November  1st. 
"  Both  Mr.  McCauley  and  Mr.  Bergfeld  of  the  Northern  Pacific  and 
Great  Northern  Railways  stated  that  they  were  receiving  good  supply 
of  box  cars  from  eastern  connections  under  Circular  85,  such  as  they 
are,  but  on  an  average  only  about  20  to  25  per  cent,  of  the  closed 
equipment  delivered  by  eastern  lines  is  fit  for  the  loading  of  grain 
and  grain  products." 

The  farmers  in  the  Northwest  have  had  to  dig  pits  in  the  fields  to 
put  their  potatoes  into  them,  and  in  a  few  days  if  they  get  cold  weather, 
the  potatoes  will  freeze.  That  is  the  condition  in  the  Northwest  as 
far  as  box  cars  are  concerned,  and  I  think  Col.  Robbins  individually 
knows  more  about  the  conditions  in  the  Northwest  than  any  man  in 
Washington.  He  is  a  northwestern  man  himself,  and  he  knows  some- 
thing about  the  Northwest,  and  it  takes  men  who  understand  the  con- 
ditions in  different  parts  of  the  country  to  handle  this  situation.  The 
situation  in  the  Northwest  cannot  be  handled  by  men  who  come  from 
the  South  or  from  the  East  or  even  from  the  West  coast.  My  friend 
may  know  something  about  how  they  used  to  ship  grain  in  the  early 
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days,  and  he  knows  something  about  the  Panama  Canal,  but  they  are 
not  using  the  ships  that  the  United  States  Government  built  during  the 
war  to  send  grain  through  the  Panama  Canal.  They  are  using  box 
cars  to  ship  grain  from  the  Western  states  into  our  Eastern  states. 
I  am  not  criticising  anybody,  but  I  believe  that  if  we  had  local  men,  to 
handle  this  whole  situation  all  over  the  United  States,  we  would  not 
be  in  such  a  condition  as  we  are  today. 

Now  I  will  tell  you  something,  that  since  March  1st,  up  to  October 
31,  the  percentage  of  cars  in  the  Northwest,  in  proportion  to  cars 
owned,  has  increased  from  15  to  30  per  cent.  Col.  Robbins  is  trying 
all  he  can  to  get  the  cars  home  that  are  owned  by  these  different  lines. 
Only  a  few  months  ago  our  Northern  Pacific  cars  and  our  Great 
Northern  cars  that  should  be  used  for  grain  were  loading  automobiles 
down  in  New  Jersey.  Then  there  are  Louisiana  cars  and  other  foreign 
cars  which  are  sent  there  that  are  not  fit  for  anything.  They  could  not 
repair  them,  because  they  could  not  send  them  to  Louisiana  and  Boston 
and  other  home  shops  for  repairs.  That  is  the  situation.  I  want  to 
tell  you  that  it  takes  men  to  handle  these  different  conditions  who 
understand  the  different  parts  of  the  country.  Iowa  and  Nebraska 
and  Missouri,  and  our  friend  from  Kansas  here  have  different  situa- 
tions than  we  have  up  in  the  Northwest.  Of  course  this  year  it  so 
happens  that  the  farmers  kept  their  grain,  especially  in  Minnesota  and 
part  of  North  Dakota ;  so  the  grain  was  not  coming  in  so  fast ;  but  if  we 
had  had  the  great  rush  that  we  used  to  have  we  would  have  been  up 
against  it.  Everybody  knows  that.  But,  thank  God,  we  have  had 
some  farmers  who  have  kept  back  some  of  their  grain. 

Commissioner  AITCHISON — May  I  ask  a  question  ? 

Mr.  JACOBSON — Sure. 

Commissioner  AITCHISON — What  is  your  idea  as  to  whether  the 
time  has  passed  economically  when  we  can  expect  to  market  the  whole 
wheat  crop  practically  as  it  is  produced,  or  whether  it  will  not  be 
necessary  for  the  producers  and  elevators,  with  the  encouragement  of 
the  state  and  Federal  authorities,  to  provide  some  storage  equipment 
so  that  we  will  be  able  to  keep  this  movement  going  a  little  more  regu- 
larly through  the  year;  in  other  words,  to  introduce  the  diversity 
factor  into  these  seasonal  products  ? 

Mr.  JACOBSON — You  will  remember  that  two  years  ago  I  introduced 
a  resolution  declaring  that  the  Eastern  railroads  should  be  compelled 
to  build  elevators  and  warehouses  in  the  East,  and  a  bill  was  intro- 
duced in  Congress,  both  in  the  Senate  and  the  House ;  and  it  was  pro- 
posed to  have  that  bill  as  an  amendment  to  the  Transportation  Act, 
and  that  will  be  worked  out  as  soon  as  Congress  gets  in  session ;  be- 
cause, as  I  told  you  before,  thousands  of  our  Western  cars  have  been 
standing  down  in  New  York  and  Philadelphia.  So  we  need  more 
capacity.  But  I  want  to  tell  you  something.  You  have  got  enough 
capacity  on  the  West  coast.  You  are  not  using  it.  Why  don't  you 
use  the  capacity  you  have  on  the  West  coast? 

Commissioner  AITCHISON — One  reason  is  that  the  gentlemen  from 
Minnesota  are  more  enterprising  in  buying  up  the  grain  than  we  are 
out  on. the  coast. 
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Mr.  CLYDE  M.  REED  of  Kansas — The  elevator  capacity  at  Kansas 
City  is  approximately  17,000,000  bushels  of  wheat.  This  year  we  have 
never  been  able  to  get  as  much  as  2,000,000  bushels  of  wheat  into  those 
terminal  elevators  at  any  one  time  during  the  crop  movement,  up  to 
the  first  of  November,  because  the  railroads  could  not  furnish  cars 
enough  to  move  the  grain  out  of  Kansas  to  the  storage  that  is  already 
provided. 

Mr.  JACOBSON — Oh,  you  are  not  in  it  at  all  with  us.  We  have  a 
capacity  in  Minneapolis  alone  of  50,000,000  bushels  storage  capacity ; 
in  Duluth,  28,000,000  bushels;  and  in  Superior  about  17,000,000 
bushels,  so  we  have  got  the  capacity  out  there,  but  the  Eastern  buyers 
want  to  get  our  grain,  and  that  is  the  reason. 

I  want  to  tell  -you  something  that  I  told  the  railroad  officials  in  New 
York  last  April.  Two  years  ago,  when  I  introduced  that  resolution, 
they  called  me  a  socialist,  but  what  happened?  I  told  the  people  in 
New  York,  "  Some  time  in  the  future  we  will  not  ask  you  for  any 
more  relief,  because  we  are  going  to  pass  the  St.  Lawrence  Canal  bill 
and  send  grain  down  the  St.  Lawrence  River  direct  from  Duluth  to 
Europe."  Three  years  ago  I  told  one  of  the  elevator  people  in  New 
York  that  they  did  not  know  anything  about  the  East.  I  said,  "  You 
have  got  a  place  at  Staten  Island  where  you  can  build  docks  and  termi- 
nals, the  finest  in  the  world,  and  you  have  got  the  Jamaica  terminals, 
and  real  estate  cheaper  there  than  it  is  in  Minneapolis  or  St.  Paul 
or  the  West."  Yesterday  I  read  in  the  Washington  Times  that  the 
railroad  officials  had  got  together  and  that  they  are  going  to  build  a 
big  terminal  on  Staten  Island.  They  are  getting  alarmed  about  the 
Welland  and  St.  Lawrence  Rivers  Canal  project.  This  idea  that  I 
am  talking  about  is  not  a  socialist  idea  at  all.  It  is  simply  a  practical 
idea.  If  you  are  going  to  get  down  to  business  you  have  got  to  come 
down  to  practical  ideas.  Most  of  you  are  lawyers.  I  am  only  a  lay- 
man, but  I  know  a  little  about  practical  things. 

Just  a  few  words  about  car  distribution.  I  want  to  tell  you  that 
Commissioner  Clark  is  right.  The  different  states  have  different  rules, 
but  our  committee  are  going  to  meet  in  Chicago  in  the  near  future, 
and  we  are  going  to  draw  a  bill  in  regard  to  car  distribution  and  have 
it  introduced  into  Congress,  and  that  will  do  away  with  all  this  com- 
plication. (Laughter.)  Gentlemen,  I  want  to  thank  you  for  listening 
to  me. 

Mr.  DWIGHT  N.  LEWIS  of  Iowa — Mr.  President,  a  communication 
has  been  handed  to  me  as  Chairman  of  the  Executive  Committee,  from 
Mr.  Elliott,  who  is  Secretary  of  the  National  Committee  on  Gas  and 
Electric  Service,  which  letter  refers  to  car  distribution^  for  the  supply 
of  coal  for  utilities.  The  letter  is  just  a  little  bit  long  and  I  will  not 
take  the  time  to  read  it  now,  but  I  want  to  make  a  motion  that  Mr. 
Elliott  be  invited  to  appear  before  this  Convention  tomorrow  and  that 
he  be  given  fifteen  minutes  time  when  the  Convention  has  completed 
the  consideration  of  the  Valuation  Report.  I  make  that  as  a  motion. 

The  motion  was  seconded  and  agreed  to. 

Mr.  FRANK  H.  FUNK  of  Illinois — Mr.  President,  I  think  I  voice 
the  sentiment  of  all  the  people  who  are  interested  in  this  matter  when 
I  assure  Chairman  Clark  of  the  Interstate  Commerce  Commission  and 
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his  colleague  Commissioner  Aitchison  that  there  is  no  disposition  to 
criticise  the  past  action  of  the  Interstate  Commerce  Commission.  Of 
course  we  have  had  too  much  experience  to  presume  or  assume  or 
expect  you  to  state  what  your  action  will  be  in  the  future.  We  have  all 
sat  upon  commissions,  and  know  that  any  such  expectation  would  be 
presumptuous;  but  there  are  some  matters  that  are  not  clear  in  my 
mind.  I  may  be  a  little  slow.  Let  us  analyze  what  has  been  said  here. 

I  believe  it  has  been  agreed  now — although  there  seemed  to  be  some 
difference  of  opinion  in  the  discussion — that  the  Interstate  Com- 
merce Commission  has  laid  down  a  rule  as  to  car  distribution  among 
shippers.  Is  that  the  understanding,  Mr.  Aitchison?  You  have  been 
on  both  sides  of  that  question.  I  just  do  not  understand. 

Commissioner  AITCHISON — We  have  laid  down  a  rule  which  by  the 
terms  of  the  order  was  to  last  two  years,  with  respect  to  certain  main 
stations  in  South  Dakota,  and  we  voice  certain  general  principles 
which  were  reaffirmed  in  the  Tanner  case,  in  which,  as  stated,  there 
was  an  order,  but  the  order  was  one  of  dismissal  of  the  complaint. 

Mr.  FUNK — That  applies  to  one  railroad.  You  directed  a  certain 
railroad,  the  Chicago,  Milwaukee  &  St.  Paul,  in  the  South  Dakota 
case,  to  establish  rules,  and  they  have  established  the  rule.  I  also 
understood  you  or  the  gentleman  from  Nebraska  to  say  that  those 
rules  had  been  later  promulgated  by  the  Interstate  Commerce  Com- 
mission. 

Commissioner  AITCHISON — You  did  not  understand  me  to  that 
effect. 

Mr.  FUNK — That  is  just  the  point  I  want  to  know. 

Mr.  T.  A.  BROWNE  of  Nebraska — I  think  Commissioner  Aitchison  is 
technically  correct  in  his  statement.  The  Interstate  Commerce  Com- 
mission in  the  Tanner  case  reaffirmed  the  rule  laid  down  in  the  South 
Dakota  case,  and  entered  an  order  of  dismissal  on  the  technical  ground 
that  the  Director  General  had  not  been  made  a  party,  and  so  it  was 
impossible  to  promulgate  a  rule;  but  they  did  say  that  the  rules  laid 
down  in  the  South  Dakota  case  were  proper  to  be  followed. 

Commissioner  AITCHISON — They  said  more.  They  said  that  the 
desire  for  uniformity  in  this  regard  is  manifest,  and  so  far  as  prac- 
ticable such  uniformity  should  be  established  by  the  carriers. 

Mr.  FUNK — That  is  just  the  point.  We  have  here  a  practical  dif- 
ficulty: Does  the  Interstate  Commerce  Commission  assume  jurisdic- 
tion or  does  it  not  ?  Or  is  there  any  basis  for  the  railroads  to  assume 
that  the  Interstate  Commerce  Commission  has  assumed  jurisdiction? 
I  am  not  a  lawyer,  but  these  lawyers  have  been  telling  for  the  past  six 
years  that  when  the  Federal  Government  entered  the  field  of  regula- 
tion, it  carried  with  it  all  that  might  properly  be  associated  with  that 
subject.  The  point  I  am  trying  to  make  is  this:  I  would  understand 
and  interpret  the  partial  action  of  your  Commission,  in  that  you  have 
entered  the  field,  to  carry  with  it  the  idea  that  if  you  have  laid  down 
a  rule  for  distribution  for  interstate  movements,  then  that  rule  must 
apply  to  state  movements.  That  was  so  in  your  Headlight  case  and 
in  your  Safety  Appliance  Law.  The  state  cannot  provide  a  different 
set  of  rules  for  safety  appliances  from  that  applied  by  the  Interstate 
Commerce  Commission.  And  yet  you  tell  us — and  I  am  not  saying 
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this  in  any  spirit  of  controversy,  but  in  a  sincere  desire  to  get  some 
light  as  a  guide  for  the  action  of  the  Illinois  Commission — and  yet  you 
tell  us  that  it  would  be  manifestly  absurd  for  you  to  enter  the  field  and 
attempt  to  lay  down  a  rule  for  the  distribution  of  grain  cars  for  state 
movement.  Now  how  can  you  separate  the  two? 

Commissioner  AITCHISON — I  think,  brother  Funk,  you  should  dis- 
tinguish carefully  between  the  matter  of  principles  and  the  application 
of  those  principles  to  particular  states  of  fact.  Manifestly  when  the 
jurisdiction  of  the  Commission  is  invoked,  with  respect  either  to  the 
prescription  of  a  just  and  reasonable  rule,  a  non-discriminatory  rule 
for  interstate  movements,  or  the  removal  of  an  unjust  discrimination 
or  preference  against  interstate  commerce  by  reason  of  intrastate 
movements,  the  Commission  must  exercise  that  jurisdiction;  and  when 
the  jurisdiction  of  the  Interstate  Commerce  Commission  is  so  exer- 
cised, I  take  it  that  the  state  authority  is  displaced,  because  there  is 
not  room  for  both.  But  even  in  a  case  of  that  sort,  where  the  general 
rule  has  been  laid  down,  as  a  practical  man  sitting  here  in  Washing- 
ton I  would  refuse  to  bother  myself,  particularly  on  an  informal  com- 
plaint, with  respect  to  a  matter  of  distribution  as  between  individual 
shippers  at  a  station,  where  the  claim  was  that  the  station  agent  was 
unduly  favoring  one  as  against  another,  because  of  some  personal 
grievance  or  predilection  of  his  own,  where  that  could  better  be  worked 
out  on  the  ground. 

Mr.  FUNK — That  is  all  right  from  your  point  of  view,  if  you  take 
that  attitude;  but  as  a  practical  matter  for  the  state  commissions,  we 
are  confronted  by  shrewd  lawyers  who  say  that  the  Interstate  Com- 
merce Commission  has  entered  this  field ;  and  they  cite  the  fact  that 
you  have  laid  down  a  rule  for  the  distribution  of  coal  cars  in  the  South 
Dakota  case,  that  you  have  entered  the  field  and  laid  down  a  rule, 
or  directed  the  railroad  to  prepare  a  rule  for  grain  car  distribution. 

Now  I  most  respectfully  suggest,  in  the  interest  of  clarity,  that  if 
it  could  be  brought  about  that  the  Interstate  Commerce  Commission 
could  make  a  definite  statement  of  just  how  far  you  are  going  on 
this  problem,  then  we  can  get  in  contact  with  you  on  that  basis.  How 
far  are  you  going?  Can  you  not  issue  some  final  statement,  and  not 
say,  "  When  the  matter  comes  before  us  we  will  take  it  up  "  ? 

Commissioner  AITCHISON — Mr.  Chairman,  if  I  may  be  permitted  to 
answer  the  question,  brother  Funk  seems  to  overlook  the  fact  that 
our  jurisdiction  and  the  limitations  of  our  duty  are  laid  down  in  the 
Transportation  Act.  It  is  our  duty  to  follow  the  Transportation  Act. 

Mr.  FUNK — Nobody  knows  how  far  you  have  gone  in  assuming 
that  duty. 

Commissioner  AITCHISON — While  there  may  be  shrewd  lawyers  who 
attempt  to  pull  the  wool  over  the  eyes  of  the  state  commissions,  my 
idea  has  been  that  in  one  of  our  states  at  least  they  have  some  fairly 
shrewd  legal  advice  themselves. 

Mr.  FUNK — If  you  are  referring  to  Illinois,  I  will  say  that  we  have 
had  the  opinion  of  the  former  Attorney  General,  and  that  we  have  been 
using  our  best  efforts  to  get  light  on  this  question.  The  statement 
has  been  made  a  number  of  times  that  the  jurisdiction  lies  entirely 
with  the  Interstate  Commerce  Commission ;  but  yet  I  am  confronted 
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with  your  statement  that  you  cannot  attempt  to  lay  down  a  rule  in  the 
various  states. 

Commissioner  AITCHISON — I  did  not  say  that. 

Mr.  FUNK — I  so  understood. 

Commissioner  AITCHISON — You  misunderstood  me.  May  I  ask 
whether  Commissioner  Funk  would  care  to  express  himself  on  two 
things  ? 

Mr.  FUNK — I  will  if  I  can.  You  can  ask  me  any  question,  and  I 
will  tell  you  if  I  can. 

Commissioner  AITCHISON — First  whether  or  not  it  is  practicable 
within  a  state  like  the  State  of  Illinois  to  have  one  rule  for  state  ap- 
plication and  another  rule  for  interstate  application. 

Mr.  FUNK — I  doubt  it  very  much. 

Commissioner  AITCHISON — Secondly,  if  that  be  the  case,  whether 
or  not  there  can  be  any  escape  from  the  conclusion  that  when  jurisdic- 
tion is  vested  in  the  Interstate  Commerce  Commission  it  is  its  duty 
to  act  in  such  premises. 

Mr.  FUNK — Manifestly  it  is  its  duty. 

Commissioner  AITCHISON — Third,  if  that  be  the  duty  of  the  Inter- 
state Commerce  Commission,  whether  or  not  by  the  operation  of  law, 
wholly  independent  of  the  desires  of  either  the  state  authorities  or  the 
Federal  authorities,  the  rule  of  action  for  state  commerce  is  not  thereby 
laid  down?  When  the  Federal  Commission  has  acted  in  a  case  where 
its  jurisdiction  has  been  invoked  with  respect  to  the  laying  down  of 
the  rule  as  to  interstate  commerce  and  the  removal  of  a  discrimination 
against  interstate  commerce,  then  wholly  apart  from  the  desire  of 
any  one,  does  not  the  law  automatically  fix  the  rule  for  state  com- 
merce ? 

Mr.  FUNK — I  think  that  is  obvious. 

Commissioner  AITCHISON — Then  what  is  there  to  discuss? 

Mr.  CLYDE  M.  REED  of  Kansas — The  rule  for  interstate  commerce 
does  not  necessarily  include  everything  that  the  state  does. 

Commissioner  AITCHISON — No,  but  I  am  confining  myself  to  the 
particular  question  as  to  whether  it  is  practicable  to  have  a  different 
rule,  state  and  interstate,  a  state  rule  different  from  the  interstate  rule 
for  the  distribution  of  grain  cars  ? 

Mr.  FUNK — We  are  confronted  with  your  statement  that  it  is  im- 
./acticable  for  you  to  handle  these  matters,  and  that  you  want  the 
state  commissions  to  do  it.  Now  will  you  kindly  outline  some  scheme 
whereby  it  can  be  done? 

Commissioner  AITCHISON — Let  us  get  away  from  grain  cars  and  I 
think  I  can  illustrate.  I  happen  to  be  a  resident  of  the  State  of  Oregon 
and  fairly  well  acquainted  with  the  situation  there  with  respect  to  car 
shortages,  because  I  fought  them  as  a  state  commissioner  for  nearly 
ten  years.  Lumber  of  course  is  the  principal  traffic  there  in  which 
car  shortage  is  most  keenly  felt.  We  believed  here  by  an  analysis  of 
what  came  before  us  from  the  California  end  as  well  as  the  Oregon 
end,  that  there  was  an  improper  balance  of  equipment  between  the  two, 
and  we  did  undertake  to  correct  it  without  the  issuance  of  a  formal 
order.  Subsequently  complaint  came  before  us  by  telegraph  that  the 
equipment  which  we  had  moved  up  north  was  being  improperly  dis- 
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tributed  as  between  individual  shippers.  Now  doesn't  it  occur  to  any 
of  us  that  in  a  case  of  that  sort,  where  a  mere  question  of  personal 
equation  is  involved,  simply  a  question  of  fact  and  no  matter  of  na- 
tional policy,  an  attempt  ought  to  be  made  to  work  those  things  out 
locally  on  the  ground? 

Mr.  FUNK — Do  you  mean  through  the  state  commission? 

Commissioner  AITCHISON — I  suggest  that  if  state  commerce  is  in- 
volved, as  to  the  distribution  of  state  cars,  the  state  authorities  ought 
to  undertake  to  say  what  distribution  you  shall  make.  As  to  interstate 
cars,  I  think  our  car  service  agent,  acting  with  the  state  commission, 
ought  to  be  able  to  straighten  it  out.  The  answer  is,  you  bring  a 
formal  complaint  and  we  will  look  into  it. 

Mr.  FUNK — I  want  to  speak  just  a  moment  and  then  I  will  be 
through,  about  the  point  I  put  up  to  Chairman  Clark,  about  these  com- 
mittees at  various  centers,  some  thirty  of  them.  I  think  they  per- 
formed a  very  useful  function.  I  happened  to  be  associated  with 
them,  having  been  designated  by  the  Illinois  Commission,  and  I  noted 
that  you  referred  to  the  fact  that  you  probably  would  carry  out  that 
idea  by  the  appointment  of  a  permanent  staff  as  soon  as  the  Civil 
Service  Commission  would  certify  the  successful  candidates.  I  want 
to  suggest  this :  In  Chicago  the  Committee  took  into  consideration  only 
matters  affecting  the  Chicago  switching  district.  That  left  the  entire 
balance  of  the  State  of  Illinois  without  any  consideration  whatever, 
and  that  was  during  the  time  of  the  grain  car  shortage. 

Commissioner  AITCHISON — You  had  a  committee  at  Peoria. 

Mr.  FUNK — That  would  take  care  of  Peoria,  but  there  are  some 
eight  or  ten  hundred  other  places 

Commissioner  AITCHISON — And  one  at  St.  Louis. 

Mr.  FUNK — But  how  about  all  the  other  stations  where  the  demand 
for  grain  cars  was  very  acute?  I  am  simply  calling  the  matter  to 
your  attention.  If  you  do  not  think  it  is  worthy  of  your  consideration, 
of  course  you  need  pay  no  attention  to  it,  but  I  think  it  would  be  very 
helpful  to  the  shippers  at  the  small  country  stations,  if  you  are  going 
to  continue  the  idea  of  these  committees  at  your  large  terminals,  to 
take  some  action  by  which  they  would  enlarge  their  jurisdiction  in 
some  way,  so  that  they  could  have  before  them  the  need  for  cars  in 
other  parts  of  these  states. 

Commissioner  AITCHISON — That  is. a  valuable  suggestion,  and  mani- 
festly one  that  ought  to  be  followed  as  far  as  it  is  practicable,  an,d  will 
be  followed. 

Mr.  EARL  R.  STEWART  of  Michigan — I  am  glad  to  hear  the  sug- 
gestion of  the  Commissioner  from  Illinois  (Mr.  Funk)  and  also  of 
Commissioner  Aitchison.  I  dare  say  that  Commissioner  Aitchison  may 
remember  some  correspondence  we  .have  had.  We  had  a  terminal  com- 
mittee in  Detroit.  Our  Michigan  Commission  were  invited  to  act  in 
conjunction  with  that  committee,  which  we  did.  We  immediately 
found  that  the  majority  of  that  terminal  committee  in  Detroit  abso- 
lutely insisted  that  they  would  not  take  jurisdiction  or  think  of  a  single 
thing  beyond  the  switching  limits  of  Detroit,  and  as  the  representative 
of  the  Commission  on  that  committee  did  not  happen  to  be  a  Detroit 
man,  he  found  himself  in  a  very  frigid  and  hostile  atmosphere  on  the 
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part  of  the  Detroit  shipping  interests  that  were  on  that  committee. 
And  I  very  earnestly  suggest  that  further  committees  that  are  ap- 
pointed be  given  a  jurisdictnon  extending  widely  into  the  state.  Pos- 
sibly in  our  state  two  or  three  committees  might  be  necessary ;  but  let 
them  have  their  limits  prescribed,  and  let  them  take  a  jurisdiction  wider 
than  the  switching  limits  of  the  city  in  which  they  are  operating.  The 
committee  in  Cleveland  did  so,  and  did  a  very  important  work  for 
northern  Ohio.  The  committee  in  Detroit  would  not  think  of  anything 
that  affected  Royal  Oak,  whose  limits  adjoin  those  of  Detroit.  I  make 
that  suggestion  very  earnestly. 

Mr.  A.  E.  HELM  of  Kansas — Oh  the  car  distribution  question  I  was 
very  glad  to  hear  the  suggestion  made  by  Commissioner  Funk,  and 
the  spirit  in  which  it  was  received  by  Commissioner  Aitchison,  because 
I  think  that  it  at  least  points  to  a  way  by  which  many  of  these  very 
troublesome  questions  may  be  solved.  But  in  connection  with  that 
I  want  to  make  this  suggestion :  As  I  remember  it,  the  provisions  of 
the  Transportation  Act  are  such  as  to  authorize  the  Interstate  Com- 
merce Commission  to  carry  out  its  administration  and  its  functions 
with  reference  to  car  service  through  such  agencies  as  it  may  select. 
I  think  that  is  the  provision  of  the  Transportation  Act.  It  was  sug- 
gested here  during  the  sessions  of  this  Convention  by  Judge  Anderson 
that  the  state  commissions  might  be  used  as  available  agencies  for 
transacting  practically  all  of  the  local  matters  with  which  the  Inter- 
state Commerce  Commission  has  to  do.  Now  I  want  to  make  this 
suggestion,  if  it  is  practicable  and  if  it  would  meet  the  views  of  the 
Interstate  Commerce  Commission,  that  there  is  no  need  for  the  estab- 
lishment of  new  committees  to  handle  these  local  questions  of  distribut- 
ing cars  between  shippers  at  various  stations  in  the  different  states. 
The  several  state  commissions  are  today  entirely  familiar  with  that 
question.  They  have  not  only  the  necessary  means  at  hand  to  make 
such  investigations  as  should  be  made,  and  to  make  such  orders  as 
should  be  made  to  meet  the  occasions  as  they  arise,  but  further,  in 
our  state  statutes  it  is  made  their  duty  by  law  to  promulgate  rules  and 
to  regulate  the  question  of  the  distribution  of  cars  amongst  shippers. 
Now  if  that  law  has  been  abrogated,  and  if  we  can  no  longer  function 
as  state  commissioners,  under  the  provisions  of  the  Transportation 
Act,  why  is  it  not  practicable  for 'the  Interstate  Commerce  Commission 
to  promulgate  an  order  or  a  rule  or  a  statement  that  these  carriers 
will  understand,  by  which  authority  will  be  given  to  the  state  com- 
missions as  agencies  of  the  Interstate  Commerce  Commission,  with 
the  right  to  make  the  rules  and  to  enforce  them  within  their  several 
states  with  regard  to  these  local  questions,  and  subject  if  need  be  to 
appeal  to  the  Interstate  Commerce  Commission  and  review  by  it? 

I  feel  that  it  would  be  more  satisfactory  to  the  shippers  of  our  state 
if  these  matters  could  be  handled  by  our  commission,  than  by  any  com- 
mittee that  could  be  appointed,  located  at  Kansas  City  or  elsewhere. 
The  committee  that  was  appointed  at  Kansas  City  had  to  do  practical- 
ly with  the  relieving  of  the  car  congestion  at  that  time.  It  has  noth- 
ing whatever  to  do,  so  far  as  I  know,  with  making  any  rules,  or  with 
making  any  orders,  or  in  any  way  enforcing  any  provisions  for  the 
distribution  of  grain  cars  or  any  other  kind  of  cars  to  the  shippers 
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and  to  the  stations  in  that  state.  I  understand  its  functions  were 
largely  confined  to  attempting  to  open  up  and  to  relieve  the  congestion 
of  cars  at  that  point  and  within  the  switching  limits  of  Kansas  City. 

I  wanted  to  make  that  suggestion  for  the  reason  that  it  is  in  harmony 
both  with  the  provisions  of  the  Transportation  Act  and  with  the  laws 
of  our  state,  and  I  presume  with  the  laws  of  most  of  the  states;  and 
it  will  make  available  the  most  efficient  agency  that  can  be  selected 
for  carrying  out  these  functions. 

Mr.  WILLIAM  D.  B.  AINEY  of  Pennsylvania — Mr.  President,  I  have 
just  taken  the  liberty  to  glance  at  the  letter  which  has  been  submitted 
by  Commissioner  Lewis,  signed  by  Mr.  Elliott,  and  it  seems  to  me 
that  it  would  be  a  very  great  mistake  for  us  to  pass  over  or  postpone 
this  discussion  until  tomorrow,  when  it  will  not  be  possible  to  have 
the  presence  of  Chairman  Clark  and  Commissioner  Aitchison,  instead 
of  having  our  attention  directed  immediately  to  the  very  serious  situa- 
tion which  Mr.  Elliott  presents  by  this  letter,  with  respect  to  the  needs 
of  the  utilities  for  coal  supply  and  cars  for  distribution,  with  which 
to  meet  that  necessity ;  and  particularly  in  view  of  the  remarks  which 
I  understood  Chairman  Clark  to  make  that  since  the  promulgation  of 
Order  21  not  a  single  utility  had  brought  itself  within  the  purview  of 
that  order  in  the  presentation  of  its  needs.  Surely  a  number  of  the 
Pennsylvania  utilities  have  done  so.  One  of  them  is  represented  by 
a  gentleman  who  is  present  in  the  room,  who  came  to  Washington  for 
the  purpose  of  ascertaining  just  what  was  the  reason  that  his  plant  was 
not  being  supplied  with  coal  cars  under  the  provisions  of  Order  No. 
21,  and  right  in  line  with  the  great  number  of  utilities  which  face  a 
calamitous  situation,  as  Mr.  Elliott  says.  Therefore  I  think  it  would 
be  wise  if  we  could  have  some  information  as  to  what  is  involved 
in  Service  Order  21  which  these  utilities  have  not  complied  with,  and 
which  would  bring  them  within  the  regulatory  authority  of  the  Com- 
mission. I  am  not  able  to  understand  it.  These  utilities  tell  me  they 
have  filed  their  applications  with  the  same  committee  of  the  Inter- 
state Commerce  Commission  which  Mr.  Elliott  represents,  and  these 
matters  are  held  up.  I  understand  from  those  who  have  informed 
me — although  as  to  the  accuracy  of  it  I  pass  that  on  to  those  who  do 
inform  me — that  they  are  advised  that  the  interpretation  of  Service 
Order  21  by  the  Interstate  Commerce  Commission  carries  factors  and 
features  that  are  not  clearly  set  forth  therein ;  to  wit,  that  if  the  utility 
company  has  not  made  firm  contracts  or  is  not  able  to  get  coal  on 
firm  contracts,  then  that  utility  must  be  penalized  for  what  is  called 
its  improvident  conduct  in  not  so  doing,  and  cannot  secure  cars  by 
which  it  may  be  supplied  with  its  daily  needs  when  it  buys  in  the  open 
market,  or  buys  from  the  mines  directly  under  what  are  not  called 
contracts,  although  I  cannot  see  any  material  difference.  The  con- 
sideration of  this  letter  it  seems  to  me  ought  not  to  be  postponed 
until  tomorrow,  and  I  am  sure  that  both  Commissioners  of  the  Inter- 
state Commerce  Commission  who  are  present  today,  Mr.  Chairman 
Clark  and  Mr.  Commissioner  Aitchison.  and  you  gentlemen  also  ought 
to  be  advised  of  the  statements  contained  in  Mr.  Elliott's  letter ;  because 
in  preliminary  analysis  Mr.  Elliott  and  his  committee  passed  first  upon 
this  question,  and  the  statement  is  made  here  that  not  a  single  one 
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of  the  applications  made  by  utilities  to  Mr.  Elliott's  committee  and 
thence  to  the  Interstate  Commerce  Commission  has  presented  a  justi- 
fiable position,  entitling  them  to  relief,  the  necessity  for  which  relief, 
Mr.  Elliott  in  his  letter  says  presents  a  most  calamitous  situation 
throughout  the  states. 

Commissioner  AITCHISON — Absolutely  no  report  has  been  made 
by  Mr.  Elliott's  committee  as  to  a  single  utility  for  which  it  recom- 
mended the  relief  provided  by  Order  21.  That  is  a  fairly  definite 
statement,  and  if  there  is  a  member  of  the  committee  in  the  room,  he 
can.  bear  me  out  in  that  regard. 

Mr.  August  G.  GUTHEIM — That  is  correct. 

Commissioner  AITCHISON — That  statement  is  verified  by  Mr.  Gut- 
heim,  manager  of  Public  Relations,  Car  Service  Division  of  the  Ameri- 
can Railway  Association,  a  member  of  the  committee  which  handled 
the  public  utility  fuel  situation  under  Service  Order  21.  Early  .in  the 
season  there  came  a  number  of  strikes.  Coal  production  went  down 
to  7,550,000  tons  a  week,  as  compared  with  the  normal  10,500,000  tons 
a  week,  or  perhaps  a  little  more  than  that  which  we  ought  to  have  in 
every  one  of  the  fifty-two  weeks  in  the  year. 

They  came  to  us  with  their  troubles,  and  for  a  period  of  sixty  days 
any  utility  in  the  United  States  which  chose  to  do  so  was  permitted  to 
draw  a  sight  draft  on  any  railroad  in  the  United  States,  in  favor  of 
any  man  that  it  designated,  for  all  the  cars  it  could  use,  and  those  cars 
had  to  be  taken  from  the  neighboring  mines  on  that  same  line  and 
given  to  the  utilities.  Now  this  was  for  current  use,  not  for  storage 
or  reconsignment  or  anything  else.  The  result  was  that  in  that  time 
those  utilities,  by  means  of  the  allotment  of  cars  over  and  above  that 
contemplated  by  law  except  for  an  emergency,  were  getting  all  the 
cars  that  they  needed  for  their  daily  use,  and  they  were  getting,  out 
of  the  usual  allotment  of  cars  that  went  to  all  the  mines,  that  which 
they  needed  for  storage.  They  had  sixty  days  time  within  which 
they  had  this  boon.  And  was  that  privilege  observed  by  them  in  the 
spirit  in  which  it  was  given?  No.  The  result  was  that  in  three  dis- 
tricts of  the  United  States  alone  the  total  assigned  cars  that  these 
public  utilities  were  asking  for  their  daily  requirements  exceeded  the 
average  daily  consumption,  winter  and  summer,  of  all  the  utilities  of 
the  United  States — three  districts  on  three  railroads.  Of  course  that 
was  a  condition  which  was  intolerable.  When  we  assign  a  car  we 
diminish  the  available  car  supply  for  the  other  mines.  We  make  it 
possible  for  this  mine  to  run  100  per  cent,  time,  and  thereby  another 
mine  which  normally  would  operate  75  per  cent,  time  is  only  able  to 
operate  50  per  cent.  time.  The  effect  of  that  sort  of  thing  on  mine 
labor  can  be  imagined.  It  is  bad  enough  in  the  case  of  railroad  assigned 
cars ;  but  when  you  come  to  multiply  it,  it  makes  it  infinitely  worse. 
The  laborers  go  from  the  mine  with  the  50  per  cent,  car  supply,  where 
they  are  employed  50  per  cent,  of  the  time,  to  the  place  where  they 
can  get  steady  employment.  The  result  is  three-fold.  It  cuts  down 
the  total  production ;  it  increases  the  unsettled  condition  of  labor,  and 
by  diminishing  the  amount  of  coal  on  the  spot  market  it  increases  the 
price  of  spot  coal. 

Now  for  those  sixty  days  we  gave  them  the  opportunity  to  build  up 


PROCEEDINGS  OF  THE  THIRTY-SECOND  ANNUAL  CONVENTION         179 

their  coal  supplies,  and  when  there  is  a  real  emergency  we  are  ready 
now  to  see  the  coal  move  to  meet  the  necessities  of  public  utilities; 
but  we  are  unwilling  to  bribe  a  mine  operator  who  has  a  contract  with 
a  public  utility  but  who  prefers  to  sell  his  coal  elsewhere — because  the 
public  utility  contract  was  made  last  spring  or  winter,  when  the  price 
was  low — we  are  unwilling  to  bribe  him  by  giving  him  extra  cars,  by 
giving  him  an  advantage  over  his  honest  mine  neighbor.  Now  that  is 
the  situation.  We  have  laid  this  invitation  before  a  number  of  these 
utilities,  and  not  one  of  them  has  accepted  it,  although  one  gentleman 
said  it  was  just  what  he  wanted,  and  he  was  going  to  stay  over  for  the 
purpose.  Bring  your  mine  operator  here,  have  the  railroad  man  come 
here  who  distributes  these  cars,  and  we  will  see  that  that  mine  gets  its 
fair  share,  in  proportion  to  the  coal  produced  upon  that  line  of  railroad, 
and  that  mine  gets  what  its  neighbors  do.  Then  let  that  mine  operator 
tell  what  he  has  done  with  the  coal  he  has  produced,  what  he  is  doing 
with  it,  and  what  he  will  do  with  it,  and  we  will  consider  whether  it  is 
necessary  to  give  him  a  super-allotment  of  cars  and  take  cars  from 
the  neighboring  mine  and  give  them  to  him  over  and  above  what  he  is 
normally  entitled  to,  creating  a  discrimination  in  his  favor.  The  simple 
fact  is  that  it  resolves  itself  down,  as  99.44  per  cent,  of  these  cases 
have  resolved  themselves  down.  It  is  a  question  of  price  and  that  is 
all  there  is  in  it,  because  the  coal  has  been  produced  and  is  being  pro- 
duced. Why,  even  last  week,  the  week  ending  November  6th,  with 
All  Saints  Day,  a  holiday  for  every  Catholic  miner,  and  with  election 
day  in  that  week,  the  production,  which  fell  to  7,500,000  tons  after 
the  switchmen's  strike,  exceeded  11,350,000  tons  for  last  week,  and 
that  week's  production  was  preceded  by  four  weeks  which  exceeded 
12,000,000  tons  a  week.  We  are  today  equaling  the  coal  production 
of  1917,  the  height  of  the  war;  maybe  a  few  thousand  tons  one  way  or 
the  other,  but  substantially  the  same.  We  have  exceeded  that  produc- 
tion on  coal. 

Now  there  is  a  duty  that  devolves  upon  the  public  utility  commis- 
sions with  respect  to  this  public  utility  coal.  Price  is  not  a  transporta- 
tion emergency  that  is  recognized  by  the  Transportation  Act.  If  we 
are  to  take  care  of  a  public  utility  because  it  cannot  buy  coal  except  by 
giving  cars  preferentially,  there  is  no  reason  why  we  shall  not  widen 
our  activities  and  look  over  the  community  generally  and  attempt  to 
pick  out  the  essentials  of  industry  and  use  them  in  the  same  way.  We 
can  and  will  take  care  of  the  rare  cases,  even  if  we  have  to  load  coal 
onto  passenger  trains  in  order  to  do  it.  But  as  price  is  the  thing  that 
is  sticking  in  the  minds  of  these  utilities,  you  gentlemen  are  the  ones 
who  have  got  to  protect  them  there ;  and  if  there  is  any  breakdown,  it 
is  not  with  us,  because  the  coal  is  being  produced  and  moved,  and  if 
your  utilities  cannot  get  it,  that  is  their  lookout,  and  yours. 

Mr.  M.  H.  AYLESWORTH  (National  Electric  Light  Association) — If 
I  may  say  a  word  in  behalf  of  the  utilities  that  I  happen  to  represent, 
in  the  absence  of  Mr.  Elliott  who  will  be  here  tomorrow  to  speak  in 
detail  on  the  proposition  which  Commissioner  Ai.tchison  has  men- 
tioned, I  want  to  leave  this  thought  with  you  if  I  may.  I  think  we  in 
the  public  utility  business  realize  the  handicap  of  the  Interstate  Com- 
merce Commission.  When  the  Interstate  Commerce  Commission 
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drafted  priority  order  No.  9,  which  was  the  priority  order  about  public 
utilities  for  contract  coal  and  contract  coal  alone  for  current  use, 
which  was  later  followed  by  Order  No.  16,  that  provided  that  the  state 
commissions  who  sit  here  should  police  that  order,  we  realized  that  the 
Interstate  Commerce  Commission  understood  that  all  the  public  utilities 
desired  was  coal  for  current  use.  Commissioner  Aitchison  in  a  way 
charges  bad  faith.  I  do  not  believe  he  means  to  say  that.  I  believe 
he  means  to  say  that  there  were  some  instances  where  certain  public 
utilities  received  more  coal  than  in  his  estimation  was  required  for 
current  use.  What  current  use  is  I  do  not  know,  whether  it  is  for  one 
day  or  one  week  or  ten  days.  I  do  know  this,  that  when  we  appeared 
before  the  Federal  Bituminous  Coal  Commission  and  the  Chairman 
asked  me  if  the  public  utilities  were  ready  to  go  out  and  buy  their  coal 
for  winter  storage,  and  if  the  time  had  come  when  we  realized  our 
duty,  and  that  we  must  buy  coal  for  storage  purposes,  I  answered  him 
yes.  Well,  many  of  us  had  not  the  capacity  to  buy  this  coal  and  store 
it,  while  trying  to  get  it.  Now  I  realize  that  unconsciously  the  Chair- 
man of  the  Bituminous  Coal  Commission  was  joking  with  me,  because 
it  has  been  impossible  for  the  utilities  of  this  country  to  store  any  coal 
or  obtain  it  for  storage,  except  where  they  have  gone  out  into  the  spot 
market  and  paid  as  high  as  $18  a  ton — and  the  consumers  are  paying 
the  bill. 

I  appreciate  Commissioner  Aitchison's  point  of  view  when  he  sug- 
gests that  the  Interstate  Commerce  Commission  is  not  a  price-fixing 
body.  I  am  sorry  that  it  is  not.  But  when  Commissioner  Aitchison 
says  to  us  "  Bring  your  coal  operator  down  here,"  he  virtually  says  to 
us  "  Put  a  hangman's  noose  around  the  coal  operator's  neck  and  bring 
him  here  and  we  will  talk  to  him,"  because  that  is  the  only  way  we 
will  get  him  to  Washington.  The  time  has  come  for  you  to  realize 
certain  facts,  and  I  will  deal  with  price  if  I  may  in  this  discussion, 
although  I  understand  it  does  not  affect  the  Interstate  Commerce 
Commission,  except  in  so  far  as  the  railroads  desire  to  get  rid  of  this 
priority  order,  which  did  not  give  to  the  public  utilities  the  coal  they 
contracted  for,  for  these  winter  months,  and  which  they  were  entitled 
to;  and  any  suggestion  that  we  sue  the  coal  operator  and  make  him 
comply  with  his  contract  is  bunk  ,and  it  is  a  joke,  because  we  will  be 
compelled  to  shut  down  all  over  the  country  while  we  are  suing  him. 
The  answer  is  too  apparent  to  even  question.  I  say  to  you  that  it 
was  common  knowledge  that  the  railroad  people  desired  to  get  rid  of 
this  priority  order,  that  they  did  not  want  this  priority  order  extended 
any  further.  There  were  all  kinds  of  informal  applications  to  the  In- 
terstate Commerce  Commission,  to  extend  the  public  utilities  priority 
order  to  gravel  and  building  material.  That  has  been  brought  out  in 
the  colloquy.  Nevertheless,  when  Mr.  Daniel  Willard  representing 
the  railroads,  and  Col.  Wentz  representing  the  Coal  Association,  called 
us  into  conference  and  asked  us  if  we  were  ready  to  give  up  priority 
Order  16  and  take  in  its  place  the  cooperation  of  the  coal  operators 
and  the  railroad  men,  we  said  no,  because  we  did  not  believe  the  coal 
operator  would  cooperate,  and  I  do  not  believe  it  today;  and  I  say  to 
you  that  if  Col.  Wentz's  committee  of  coal  operators  have  cooperated 
to  their  full  capacity,  and  I  hope  they  have,  they  show  a  very  low 
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degree  of  control  over  their  own  people,  because  they  are  unable  to 
get  results. 

Now  coming  to  the  price  proposition,  it  is  true  that  the  Interstate 
Commission  were  not  interested  in  the  price  at  which  coal  should  be 
delivered.  They  were  interested  solely  in  the  delivery  of  coal,  because 
they  are  not  a  price-fixing  board.  But  if  you  please,  the  coal  operator 
was  vitally  interested  in  the  price  of  coal  when  he  asked  that  the 
priority  order  be  discontinued,  because  he  knew  the  market  would 
jump. 

Commissioner  AITCHISON — He  did  not  ask  that  the  order  be  dis- 
continued. The  action  of  the  Interstate  Commerce  Commission  was 
taken  because  the  orders  were  being  prostituted. 

Mr.  AYLESWORTH — I  am  talking  about  a  conference  with  the  repre- 
sentatives of  the  railroads  and  the  representatives  of  the  Coal  Associa- 
tion, when  the  Interstate  Commerce  Commission  were  not  present. 
They  told  us  that  in  their  opinion  Order  16  would  be  discontinued, 
although  the  Interstate  Commerce  Commission  would  be  final ;  but 
they  said  "  We  will  oppose  Order  16  and  we  will  oppose  any  priority 
order,  and  we  ask  you  to  enter  into  a  cooperative  agreement  with  us 
at  once."  We  refused  to  do  that,  and  we  stated  that  if  Order  No.  16 
was  canceled,  we  must  have  in  the  place  of  it  an  order  which  would 
show  that  if  the  coal  operators  refused  to  cooperate  and  the  railroad 
men  refused  to  cooperate  with  the  public  utilities  to  get  this  coal,  we 
would  have  a  club  which  would  compel  them  to  give  us  assigned  cars 
so  that  we  could  function  during  the  winter  months,  and  the  club  is 
Order  21,  which  Commission  Aitchison  refers  to,  and  I  want  to  say 
that  so  far  that  club  is  stuffed. 

Mr.  CARL  D.  JACKSON  of  Wisconsin — When  anbody  talks  about 
this  industry  or  that  industry  as  being  just  as  necessary  to  the  welfare 
of  the  people  of  the  United  States  as  the  continuance  of  the  operation 
of  public  utilities,  he  is  not  making  a  proper  comparison.  The  shutting 
down  of  a  public  utility  anywhere  in  the  United  States  is  about  as 
serious  as  anything  that  can  be  brought  about;  so  when  I  ask  you 
this  question,  I  ask  it  for  this  reason :  What  is  it  now  that  you  think 
should  be  granted,  which  would  give  some  effective  aid  to  the  public 
utilities  which  they  cannot  now  get  under  the  order? 

Mr.  AYLESWORTH — Do  you  speak  of  an  order  of  the  Interstate  Com- 
merce Commission,  or  the  Federal  Fuel  Administration,  or  what? 

Mr.  JACKSON — What  kind  of  an  order  can  the  Interstate  Commerce 
Commission  enter  which  would  give  the  public  utilities  the  relief  which 
they  need,  in  order  to  keep  going,  which  they  have  not  got  now  ? 

Mr.  AYLESWORTH — The  Interstate  Commerce  Commission  ought  to 
do  one  of  two  things.  And  I  want  to  say  in  the  presence  of  Commis- 
sioners Clark  and  Aitchison  that  I  appreciate  the  extreme  difficulty 
of  a  carte  blanche  priority  order.  I  appreciate  that.  I  say  to  Mr. 
Aitchison  and  to  you  gentlemen  that  a  whole  group  of  utilities  ought 
not  to  be  condemned  because  of  the  action  of  one.  Because  in  one 
instance,  one  public  utility  got  permits  and  reconsigned  the  coal  for  its 
personal  gain,  just  as  where  a  bank  cashier  absconds  with  the  funds 
of  a  bank,  the  whole  industry  should  not  be  condemned  because  of 
the  weakness  of  one  individual.  I  say  the  Interstate  Commerce  Com- 
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mission  should  do  one  of  two  things:  first,  make  a  monopoly  car  as- 
signment order  to  public  utilities,  and  have  it  properly  policed ;  and  we 
will  undertake  that  regardless  of  cost,  because  the  consuming  public 
should  pay  for  it  if  you  please,  because  we  must  continue  operation 
in  the  winter.  Or,  if  the  Commission  feels  that  we  would  not  properly 
police  it  and  could  not  be  depended  on  to  control  our  own  people,  and 
if  the  Commission  is  unable  to  police  it,  then  I  say  that  the  time  has 
come  when  the  individual  priority  should  be  issued  under  Order  21, 
and  we  are  ready  to  furnish  the  facts  and  data,  and  to  see  to  it  that 
evidence  is  given  to  the  Interstate  Commerce  Commission  which  will  be 
conclusive  that  that  order  should  be  put  in  force  and  effect.  I  say  to 
you  that  when  Mr.  Hedley  of  the  Interborough  of  New  York  tells  us 
that  he  has  an  advance  coal  supply  of  only  two  or  three  hours,  that 
he  is  only  two  or  three  hours  ahead  in  the  coal  supply  for  the  great 
Interborough  Railway  of  New  York  City,  it  means  that  we  in  this  room 
should  wake  up.  When  I  say  to  you,  Commissioner  Lewis  of  Indiana, 
that  the  Indianapolis  Street  Railway  Company  have  wired  us  that 
they  have  only  coal  enough  to  run  a  few  hours  to  continue  operation, 
it  is  time  to  act.  The  last  two  months  it  has  not  been  through  any 
order  of  the  Interstate  Commerce  Commission  that  the  public  utilities 
have  been  protected,  but  it  has  been  the  act  of  God  Almighty  that 
kept  the  sun  shining  up  to  this  time.  I  appreciate  Commissioner  Ait- 
chison's  point  of  view  when  he  states  that  the  Interstate  Commerce 
Commission  will  send  coal  if  necessary  on  passenger  trains — if  they 
are  running,  gentlemen — if  they  are  running.  I  appreciate  the  point 
of  view  that  the  Interstate  Commerce  Commission  will  do  everything 
within  their  power  to  get  us  coal  on  express  trains  or  fast  mail  trains 
— if  they  are  running.  With  the  first  snow-storm  I  do  not  know  what 
will  happen.  And  I  say  it  was  satire  when  the  bituminous  coal  com- 
mission representing  the  Federal  Government  told  us  to  go  out  and 
contract  for  our  coal  and  buy  it  for  the  winter,  for  we  cannot  get  it 
after  we  have  bought  it. 

I  am  not  talking  for  the  nationalization  of  coal  mines.  I  am  not 
interested  one  way  or  the  other  in  that.  You  gentlemen  are  interested 
in  whether  or  not  the  public  utilities  get  their  coal,  and  in  the  price 
we  are  paying  for  it.  We  are  fighting  to  keep  down  that  price  for  the 
protection  of  the  consuming  public,  but  that  is  not  a  matter  in  which  the 
Interstate  Commerce  Commission  is  interested.  The  Interstate  Com- 
merce Commission  is  interested  only  in  the  delivery  of  the  coal.  We 
have  contracted  for  this  coal  over  this  country  at  high  prices,  but  not  as 
high  as  you  have  to  pay  in  the  spot  market  or  as  high  as  our  public  utili- 
ties will  have  to  pay  without  contract,  and  we  want  our  contract  coal. 
The  Interstate  Commerce  Commission  gave  it  to  us  under  Priority  Or- 
ders 9  and  16.  I  think  Commissioner  Aitchison  exaggerates  when  he 
says  there  were  many  abuses.  I  think  most  utilities  have  a  very  small 
reserve  storage  today,  and  all  of  that  has  been  picked  up  in  the  spot 
market  at  outrageous  prices.  And  so  apart  entirely  and  separately 
from  the  Interstate  Commerce  Commission,  who  are  a  delivering  body 
and  not  a  price-fixing  body,  I  think  the  time  has  come  for  this  Asso- 
ciation to  give  attention  to  the  price  of  the  coal  which  the  public  utili- 
ties are  forced  to  buy,  to  the  price  they  are  forced  to  pay  in  order  to 
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give  service  throughout  the  United  States.  I  do  not  say  that  the  Inter- 
state Commerce  Commission  can  remedy  that,  but  the  Interstate  Com- 
merce Commission  can  give  us  the  coal  that  we  have  bought  and  paid 
for  by  our  contracts. 

Commissioner  AITCHISON — How  can  we 

Mr.  AYLESWORTH — If  you  will  pardon  me  one  statement,  I  regret 
very1  much  if  it  will  injure  the  coal  operator  next  door,  if  the  man 
who  has  sold  the  coal  to  us  has  to  deliver  it  and  the  other  man  has 
temporarily  to  close  down  his  mine,  but  I  wish  to  say  that  in  my 
opinion  the  coal  business  in  the  country  is  in  the  most  prosperous  con- 
dition of  any  industry  in  the  United  States. 

Commissioner  AITCHISON — How  can  we  compel  that  mine  operator 
to  ship  to  you  if  he  is  unwilling  to  do  so? 

Mr.  AYLESWORTH — You  can  assign  cars  as  you  did  under  Order 
16,  and  make  it  mandatory,  and  that  will  make  him. 

Commissioner  AITCHISON — Order  16  and  Order  9  only  applied  to 
the  overplus  over  and  above  commercial  distribution. 

Mr.  AYLESWORTH — True. 

Commissioner  AITCHISON — How  could  we  compel  him  to  take  ad- 
vantage of  Order  9  or  Order  16  if  he  did  not  want  to? 

Mr.  AYLESWORTH — You  could  draft  a  priority  order  making  it  man- 
datory instead  of  permissive,  requiring  the  operator  to  load  cars  which 
were  assigned,  with  coal  for  our  purposes.  You  could  direct  that  he 
do  that.  And  my  answer  to  you  is  this,  that  as  long  as  Orders  9  and 
16  were  in  force  and  effect  we  had  the  coal  with  which  to  operate,  and 
you  say  we  had  even  more  than  was  necessary  to  operate.  The  very 
day  that  Order  16  went  out,  the  railroad  men  gave  a  shout  of  joy 
over  the  country,  and  said,  "Don't  send  any  more  contract  coal " ; 
and  since  that  day  we  have  had  to  buy  on  the  spot  market,  and  not 
one  fellow  in  a  hundred  in  the  United  States  has  received  any  more 
contract  coal.  That  is  the  answer  that  I  give  you,  Mr.  Commissioner. 
I  appreciate  what  you  are  up  against,  and  what  we  are  up  against  to 
watch  and  police  an  automatic  car  assignment  order.  I  realize  that 
as  well  as  you  do. 

Commissioner  AITCHISON — I  am  not  willing  for  one  that  those  in 
favor  of  whom  the  order  is  going  to  run  shall  do  any  more  policing 
of  it. 

Mr.  AYLESWORTH — All  right.  Then  we  would  be  glad  to  advance 
the  money  to  pay  somebody  whom  you  would  appoint. 

Commissioner  AITCHISON — All  right.  But  what  troubles  me,  and 
what  I  have  not  been  able  to  get  over  is  this,  that  I  know  that  in 
certain  districts  there  has  been  a  100  per  cent,  car  supply  where  there 
are  public  utility  contracts,  and  that  coal  has  been  shipped  elsewhere. 
Now  where  do  we  have  any  warrant  of  law  to  say  to  the  consignor 
"  You  cannot  ship  to  Tom,  Dick  or  Harry,  but  forsooth,  because  you 
have  a  contract  with  a  public  utility  you  have  got  to  ship  to  that 
public  utility?" 

Mr.  AYLESWORTH — I  would  not  argue  with  you  as  to  your  jurisdic- 
tion, because  I  cannot,  except  to  say  this,  that  I  know  you  did  issue 
Orders  9  and  16,  and  they  were  obeyed,  and  we  got  our  coal,  and  I 
think  they  would  be  obeyed  again,  and  we  could  get  our  coal. 
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Commissioner  AITCHISON — And  if  every  man  in  the  United  States 
had  100  per  cent,  car  supply  this  last  week,  the  public  at  least  would 
not  get  their  contracts  filled.  Why?  Because  coal  can  be  sold  else- 
where to  better  advantage;  and  in  that  event  neither  Order  9  nor 
Order  16  could  have  possibly  operated,  because  all  those  orders  did 
was  to  say  that  these  mines  could  have  100  per  cent,  car  supply. 

Air.  AYLESWORTH — Up  to  the  15th  of  October  we  got  our  coal. 

Commissioner  AITCHISON — Because  you  were  able  to  bribe  the  mine, 
thereby  giving  it  a  full  car  supply,  and  now  that  time  has  passed  in  my 
judgment. 

Mr.  AYLESWORTH — I  understand  your  statement  that  we  are  getting 
12,000,000  tons  per  week  of  coal  production,  and  that  is  interesting 
of  course  to  you  and  to  us.  I  do  not  know  where  the  coal  is  going,  but 
the  utilities  are  not  getting  it.  It  may  be  produced,  but  we  are  not 
getting  it.  I  am  not  here  even  suggesting  that  we  be  permitted  to 
police  this  order.  If  you  feel  that  order  16,  or  some  other  order  giving 
a  mandatory  assignment  of  cars  under  contract  with  the  utilities,  prop- 
erly policed,  is  not  the  thing  to  do,  then  all  we  can  ask  you  is  that  we 
be  given  the  opportunity  to  wield  the  club  which  is  supposed  to  be  in 
existence.  The  coal  operators  told  us  very  kindly,  and  Mr.  Willard 
stated,  "  Gentlemen,  we  will  co-operate  together,  and  the  utilities  will 
continue  to  have  fuel " ;  but  we  have  come  to  the  point  where  we  can 
no  longer  co-operate,  and  we  have  got  to  ask  for  an  order  from  the 
Commission  for  assignment,  and  I  think  instead  of  one  it  will  be  thou- 
sands of  orders  one  after  another  from  the  Commission,  and  it  has 
occurred  to  me  that  perhaps  you  would  rather  have  a  blanket  order 
properly  policed  than  individual  orders  of  assignment.  We  do  not 
care  which,  but  we  want  to  help  the  Commission.  If  it  had  not  been 
for  the  action  of  the  Interstate  Commerce  Commission  under  orders  9 
and  16,  during  the  sixty-day  period,  the  probability  is  that  we  would 
not  have  continued  to  function,  and  this  country  would  have  been  in 
darkness,  and  disorder  would  have  been  upon  us.  That  has  not  fol- 
lowed, it  is  true.  There  was  a  time  when  we  could  not  have  operated 
another  day  without  order  16  or  9.  Then  it  became  a  question  in  the 
minds  of  the  Commission  whether  or  not  these  orders  should  be  con- 
tinued. There  was  abuse  on  the  part  of  sortie  utilities,  but  there  was 
greater  abuse  on  the  part  of  the  railroads  and  the  coal  operators.  We 
stand  ready  to  prove  that. 

Mr.  EDWARD  FLAD  of  Missouri — Do  I  understand  that  the  reason 
the  utilities  do  not  obtain  coal  is  because  they  are  disposed  to  insist 
upon  their  contract  prices  and  are  not  willing  to  pay  current  prices  ? 

Mr.  AYLESWORTH — In  some  instances  we  are  having  to  pay  spot 
prices  to  get  our  reserve  supply;  but  for  current  use,  when  we  were 
advised  by  the  Federal  Coal  Commission  to  buy  coal  for  use  during 
the  winter  months,  and  bought  it  and  paid  for  it,  and  contracted  for  it, 
we  feel  that  we  are  entitled  to  the  delivery  of  that  coal. 

Mr.  FLAD — But  if  you  are  willing  to  pay  current  prices  for  all  your 
coal,  could  you  not  get  it  ? 

Mr.  AYLESWORTH — Many  of  our  utilities  are  unable  to  get  coal  at 
any  price.  Perhaps  they  might  get  it  at  $50  a  ton ;  but  may  I  ask  you 
if  you  desire  to  face  that  kind  of  a  situation? 
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Mr.  FLAD — I  think  we  would  endeavor  to  control  the  price  if  we 
could.  Whether  we  could  or  not  is  another  question. 

Mr.  R.  HUDSON  BURR  of  Florida — If  this  discussion  is  to  close,  I 
want  to  make  a  brief  statement  with  reference  to  the  meeting  this 
afternoon.  I  think  it  was  not  quite  understood  yesterday  that  the 
round-table  discussions  are  in  a  different  situation  this  year  from 
what  they  were  a  year  ago  in  Indianapolis.  They  are  made  more 
formal  at  this  time,  and  are  made  a  part  of  the  proceedings,  and  are 
being  reported,  and  it  is  the  desire  of  those  who  have  the  conduct  of 
these  meetings  that  they  be  attended  by  the  full  membership. 

Before  adjournment  I  want  to  say  that  while  I  believe  we  have  not 
lost  time  since  we  met  here  Tuesday  morning,  there  is  much  more  on 
this  program  to  be  carried  out,  and  I  suggest  that  when  we  adjourn,  we 
adjourn  to  meet  at  9:30  tomorrow  morning. 

President  SHAW: — Supplementing  what  Commissioner  Burr  has  said, 
I  desire  to  call  attention  to  the  fact  that  by  reason  of  the  round-table 
discussion  this  afternoon,  important  matters  will  lie  over  until  to- 
morrow morning  to  be  disposed  of.  I  hope  that  the  members  here 
assembled  can  so  arrange  their  affairs  as  to  remain  over  tomorrow. 

There  are  two  main  subjects  to  come  up  yet,  namely  the  report  of 
the  Valuation  Committee,  and  also  the  report  of  the  Committee  on  Sta- 
tistics and  Accounts  of  public  utilities  companies. 

Mr.  CARL  D.  JACKSON  of  Wisconsin — That  is  a  very  important  and 
interesting  report,  and  I  suggest  that  it  be  made  the  special  order  fol- 
lowing the  Valuation  Committee  report. 

President  SHAW — If  there  is  no  objection  it  will  be  so  considered. 

Also,  before  we  adjourn,  I  desire  to  again  call  attention  to  the  cele- 
bration of  Armistice  Day  at  4:30  today  in  this  room,  through  the  kind- 
ness of  Commissioner  Aitchison  and  Commissioner  Clark,  Chairman 
of  the  Interstate  Commerce  Commission,  who  will  preside.  If  there 
is  no  further  discussion  on  the  subject  of  the  car  situation  the  motion 
to  adjourn  is  in  order. 

(Whereupon,  at  1  p.  m.,  the  Convention  adjourned  until  Friday, 
November  12,  1920,  at  9:30  a.  m.) 


THIRD    DAY. 

Afternoon  Discussion. 

ROUND  TABLE  CONFERENCE. 

THE  GAS  PROBLEM. 

Chairman  ALONZO  R.  WEED  of  Massachusetts — I  regret  exceedingly 
that  the  gentleman  to  whom  was  assigned  the  duty  of  presiding  this 
afternoon,  Mr.  Charles  B.  Hill,  of  New  York,  has  not  been  able  to 
attend  the  convention,  and  therefore  I  am  substituting  in  his  place  as 
well  as  I  may. 

When  I  saw  this  topic  assigned,  the  gas  problem,  I  supposed  it 
was  the  problem  as  we  have  seen  it  in  my  State  in  its  acute  form, 
arising  essentially  out  of  the  extraordinary  cost  of  coal  and  oil,  and 
the  extreme  difficulty  of  getting  either,  and  perhaps  even  more 
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acutely  now  the  threat  which  the  companies  say  is  held  over  them 
that  they  may  not  be  able  to  get  gas  oil  in  any  substantial  quantities 
or  in  any  reliable  supply  in  the  coming  months  and  possibly  years.  It 
has  been  stated  to  me  that  it  has  taken  the  form  of  two  practical 
questions  in  different  States,  both  of  which  questions,  however,  are 
related  to  this  fundamental  difficulty.  Those  practical  forms  have 
been  attempts  to  readjust  the  method  of  charging  for  gas,  and  also 
the  question  of  readjusting  gas  standards.  Now  both  of  those,  of 
course,  bear  intimately  upon  the  practical  effect  of  these  extraordinary 
costs  and  the  difficulties  in  getting  the  supply  of  coal  and  oil. 

Mr.  Handy,  of  Michigan,  had  on  his  mind  particularly  the  ques- 
tion of  the  method  of  charging  for  gas,  and  he  will  address  us  first 
with  respect  to  that  particular  subject,  namely  the  method  of  charg- 
ing for  gas. 

Mr.  SHERMAN  T.  HANDY  of  Michigan — Mr.  Chairman  and  fellow 
commissioners:  I  am  sorry  that  the  Chairman  calls  this  an  address, 
because  it  is  not.  The  first  knowledge  that  I  had  that  I  was  to  par- 
ticipate in  the  discussion  of  this  matter  came  to  me  when  I  received 
the  program.  I  immediately  wrote  Mr.  Hill  in  order  to  find  out  what 
he  was  going  to  talk  about.  I  supposed  he  was  going  to  deliver  an 
address  and  that  we  were  simply  to  discuss  it.  He  at  once  wrote  me 
that  he  had  not  prepared  any  address,  and  that  he  did  not  intend  to, 
that  he  supposed  all  he  had  to  do  was  to  preside ;  but  he  made  the 
suggestion  that  the  question  of  the  service  charge  and  the  lowering 
of  the  heat  standard  would  be  very  appropriate.  So  I  have  not  come 
here  prepared  to  talk  on  the  subject  any  more  than  any  other  Com- 
missioner here  present  is  prepared.  We  all  have  our  views,  and  the 
purpose  of  this  'round  table  discussion  is  an  exchange  of  ideas  on 
those  subjects. 

As  most  of  you  know,  the  Michigan  Commission  was  created  only  a 
little  over  a  year  ago,  so  that  the  members  of  my  commission  may 
properly  be  termed  yearlings.  We  have  been  in  office  long  enough 
to  learn  a  great  many  things,  but  one  of  the  important  things  we 
have  discovered  is  that  we  have  much  yet  to  learn,  and  probably 
always  will  have. 

The  act  creating  the  Michigan  Public  Utilities  Commission  gave 
us  jurisdiction  over  gas  only  when  the  gas  companies  were  not 
operating  under  franchises  fixing  the  rates.  The  fact  of  the  matter 
was  that  all  the  gas  companies  in  Michigan  were  operating  under 
franchises  fixing  the  rates,  but  there  was  a  clause  in  the  law  which 
provided  that  where  the  utility  and  the  municipality  joined  in  a 
petition  to  our  Commission,  submitting  the  matter  of  rates  and  con- 
ditions of  service,  we  then  acquired  complete  jurisdiction.  Out  of  the 
fifty-six  gas  companies  in  Michigan,  twenty  of  them  have  come  to  our 
commission  in  less  than  a  year.  Whether  that  is  a  compliment  to  the 
commission,  or  whether  it  simply  means  that  the  city  councils  wanted 
to  pass  the  buck  I  do  not  know.  I  have  assumed  the  latter. 

The  gas  situation  is  no  different  in  Michigan  than  it  is  in  any  other 
State.  It  is  true  that  when  these  gas  companies  came  to  us  they  came 
in  a  starving  condition.  They  were  tied  down  by  a  rate  under  which 
they  could  not  operate.  So  our  problem  with  the  gas  rate  proposition 
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has  been  to  raise  additional  revenue  either  by  a  service  charge  or  by 
increasing  the  rate.  The  service  charge,  as  I  view  it,  is  simply  a  charge 
to  meet  the  additional  expense  which  the  company  is  put  to  to  build 
larger  mains  and  a  larger  storage  capacity  in  order  to  meet  extraordi- 
nary demands.  In  other  words,  if  the  service  charge  is  put  in  force,  it 
takes  care  of  the  demand  charge.  There  is  no  occasion  for  both  of  them. 
I  simply  make  this  statement,  that  I  am  firmly  convinced  that  the  service 
charge  is  correct  in  theory.  But  I  am  wondering  if,  at  the  present  time, 
that  charge  should  be  put  in  force.  We  are  now,  so  to  speak,  at  the  peak 
of  gas  prices,  and  John  Jones  cannot  understand,  when  he  pays  fifty 
cents  service  charge  and  $2  for  his  gas,  why  he  is  not  paying  $2.50  a 
thousand.  In  other  words,  if  his  neighbor,  John  Smith,  uses  2,000 
feet  a  month  and  he  pays  his  50  cent  service  charge  and  $2  per 
thousand,  or  4.50,  John  Jones  cannot  understand  why  he  is  not  paying 
25  cents  a  thousand  more  than  John  Smith  is  paying.  It  is  simply 
a  question  of  educating  the  public  up  to  this  proposition,  and  at  this 
time  when  everything  is  so  high  I  am  wondering  if  we  ought  to  put 
that  in  force.  I  am  not  making  a  statement  for  my  commission,  and 
I  am  not  making  a  positive  statement  of  my  position,  but  I  am  simply 
giving  you  an  idea  that  is  in  my  mind,  whether  instead  of  applying  a 
service  charge  it  might  not  be  better  to  produce  the  same  amount  of 
money  by  an  increased  rate  for  gas.  As  an  illustration,  let  us  take  a 
town  where  there  are  2,000  users,  where  the  average  consumption  is 
3,000  cubic  feet  per  month,  or  6,000,000  cubic  feet  per  month  in  the 
aggregate.  Now  if  we  apply  a  service  charge  of  50  cents,  we  produce 
a  revenue  of  $1,000  per  month  to  take  care  of  overhead  or  incidental 
expenses,  meter  charge  and  upkeep  and  things  of  that  kind.  That 
means  that  the  man  who  takes  a  thousand  feet  pays  $2  plus  50  cents. 
And  so  on  down  to  the  man  who  takes  5,000  feet  and  pays  $2.10  per 
thousand  feet.  This  causes  discontent.  The  little  fellow,  who  perhaps 
is  poor  and  unable  to  pay,  says,  "  My  neighbor,  who  happens  to  be  well 
off  to-day  and  who  lives  in  a  fine  home,  takes  5,000  feet  a  month  be- 
cause he  is  rich,  and  he  pays  only  $2.10,  but  because  I  am  poor  and 
cannot  help  it  they  charge  me  $2.50."  Now  that  is  not  true,  but  that 
is  the  position  they  take,  and  that  is  what  they  get  noised  around.  That 
causes  dissatisfaction.  A  public  utility  is  a  public  service  corporation. 
It  is  there  to  serve  the  public.  Its  success  depends  in  a  large  measure 
upon  the  satisfied  community  behind  it.  Now  possibly  you  may  say 
this  is  somewhat  socialistic,  but  I  am  wondering  if  any  great 
harm  would  be  done  in  that  town  where  there  are  2,000  users  if, 
instead  of  paying  50  cent  service  charge  on  each  meter  you  fix  a 
rate  of  $2.16%,  which  will  take  care  of  that  service  charge.  The 
man  who  takes  1,000  cubic  feet  pays  $2.16%,  and  the  man  who  takes 
5,000  cubic  feet  pays  the  same  price.  That  is  putting  some  of  the 
burdens  of  the  poor  man  upon  the  well-to-do  man.  I  realize  all  of 
that.  I  am  not  arguing  in  favor  of  this  proposition,  but  from  the 
standpoint  of  the  public,  from  the  standpoint  of  the  utility,  from  the 
standpoint  of  service,  I  am  wondering  whether  it  would  not  be  better 
to  fix  a  rate  so  that  every  person  using  up  to  5,000  cubic  feet  would 
pay  the  same  amount,  and  produce  the  $1,000  just  the  same,  and 
everybody  be  paying  the  same  rate.  As  I  say,  that  is  making  one  man 
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carry  part  of  the  burden  of  another  man,  but  is  not  that  true  in 
pretty  nearly  everything?  If  I  have  a  telephone  and  I  pay  $4  a  month 
for  it  and  I  use  it  once  a  day,  and  my  neighbor  pays  the  same  rate 
and  he  uses  his  telephone  forty  times  a  day,  it  is  worth  more  to  him 
than  it  is  to  me,  but  I  have  to  pay  the  same  because  the  company 
installed  that  telephone.  I  presume  a  great  many  of  the  Commis- 
sioners here  were  practicing  lawyers  before  they  took  up  their  present 
work.  I  wonder  if  there  is  anyone  here  who  ever  had  a  standard 
price  for  his  fees?  In  other  words,  I  wonder  if  there  is  any  lawyer 
present  who  would  not  charge  a  millionaire  more  for  the  same  kind  of 
work  than  he  would  charge  a  poor  man  in  the  street  ?  I  wonder  if  there 
is  a  surgeon  in  this  country  who  would  not  charge  a  millionaire  more  for 
a  surgical  operation  than  he  would  charge  some  poor  fellow  working 
in  the  street?  So  it  is  in  this.  If  we  apply  the  same  rate  up  to  the 
first  5,000  feet  of  gas,  we  are  not  putting  upon  the  rich  man  any 
burden  in  any  way  comparable  with  what  the  lawyer  or  the  surgeon 
puts  upon  him.  Even  the  minister  who  marries  a  wealthy  couple 
expects  more  and  gets  more  than  he  does  from  poor  people.  I  just 
simply  bring  this  up  as  a  suggestion  for  you  to  discuss  if  you  want 
to,  whether  or  not  the  people  in  that  little  community  where  there 
are  2,000  users  of  gas  ought  all  to  pay  the  same  amount,  and  whether 
they  would  not  be  better  satisfied  than  they  would  to  make  a  service 
charge  of  50  cents,  notwithstanding  the  fact  that  I  am  firmly  of  the 
opinion  that  the  50  cent  service  charge  is  absolutely  correct  in  principle. 
But  as  a  matter  of  policy,  and  especially  at  the  present  time,  the 
question  with  me  is  whether  or  not  that  is  the  thing  to  do. 

There  are  so  many  propositions  in  connection  with  the  gas  situation, 
that  members  could  take  a  long  while  to  discuss  the  subject.  As  far  as 
coal  is  concerned,  we  have  heard  a  lot  about  it,  and  I  will  not  go  into 
that. 

The  lowering  of  the  B.  t.  u.  standard  is  a  matter  of  interest.  In 
Michigan  we  have  lowered  it  and  have  made  530  as  the  standard,  with 
a  5  per  cent,  leeway  either  way,  and  we  believe,  viewing  it  from  an 
economic  standpoint  as  well  as  practically,  that  that  is  the  proper 
thing  to  do. 

Chairman  WEED — May  I  suggest  that  in  my  State  of  Massachusetts 
we  cannot  allow  a  service  charge  because  of  certain  statutory  prohi- 
bitions ;  but  in  New  Hampshire  the  service  charge  has  been  worked 
out  with  a  good  deal  of  care,  and  in  fact  Mr.  Worthen  has  stated 
at  earlier  meetings  of  the  association  the  theories  at  which  he  has 
arrived  by  reason  of  his  study,  and  I  think  it  would  be  very  proper 
that  he  should  tell  us  something  about  the  service  charge  in  the 
business  of  furnishing  gas. 

Mr.  THOMAS  W.  D.  WORTHEN — Mr.  Chairman  and  gentlemen,  for 
my  ideas  on  this  subject  I  refer  you  to  the  reports  of  the  Committee 
on  Public  Utilities  for  1916,  1917  and  1919.  You  will  find  my  theories 
very  fully  set  forth  therein. 

I  should  like  to  say  a  word  first  with  reference  to  the  matter  of  heat 
units.  We  have  experimented  with  that  quite  a  bit.  We  started  at 
600.  I  am  quite  sure  that  was  not  too  high.  We  went  around  to  see 
what  they  were  doing.  As  soon  as  the  first  company  had  been  tested, 
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of  course  all  the  rest  anticipated  the  test,  and  we  found  that  everybody 
was  making  gas  above  600.  So  it  was  a  question  whether  we  ought 
to  insist  upon  that,  or  allow  them  to  lower  the  grade  of  the  gas  which 
they  were  producing.  But  on  calling  them  together  they  explained 
that  there  were  various  reasons  why  the  gas  was  above  what  it  would 
naturally  be.  Of  course  the  true  explanation  was  that  most  of  them 
knew  all  about  it  and  got  ready ;  but  we  decided  on  B.  t.  u.  When  it 
became  necessary  either  to  lower  the  grade  of  gas  or  to  put  up  the 
price,  after  careful  consideration  of  the  subject  we  concluded  we  might 
help  them  a  little  by  lowering  the  grade ;  but  here  was  the  trouble, 
that  if  we  lowered  it  too  much,  it  did  not  work  very  well.  It  required 
a  change  of  equipment,  and  made  trouble  in  the  use  of  the  gas.  So 
we  concluded  that  565  B.  t.  u.  was  as  low  as  we  could  go  in  a  satis- 
factory way,  and  that  is  where  we  are  now. 

Of  course  it  became  very  necessary  in  a  short  time  to  consider  the 
question  of  putting  up  the  price  of  gas.  It  happened  in  1914  that  some 
company  had  proposed  a  minimum  charge,  and  we  had  to  pass  upon 
the  question  in  a  well  considered  rate  case.  We  found  the  value  of  the 
plant  for  rate  purposes,  and  went  through  the  usual  rigmarole.  We 
concluded  that  it  was  a  good  idea  that  there  should  be  some  minimum 
charge.  That  it  was  up  to  any  man  whose  house  was  connected  with 
the  gas  system  to  pay  at  least  the  cost  of  connection,  that  is  that  it 
would  not  be  fair  to  direct  the  gas  company  to  connect  its  mains 
with  a  man's  house  when  it  was  actually  going  to  lose  money,  when 
it  was  actually  going  to  be  out  of  pocket,  and  so  we  worked  it  out  on 
that  system,  and  we  started  at  the  gas  main  in  the  street,  and  found 
what  the  actual  expense  would  be  of  connecting  him  up  and  putting 
the  meter  there  and  attending  to  it.  That,  however,  was  not  the 
minimum  charge,  because  everybody  who  is  connected  up  uses  some 
gas,  and  if  you  only  made  that  for  the  minimum  charge  and  did  not 
put  anything  in  for  the  gas,  you  would  not  have  anything  that  was 
workable.  So  we  found  out  what  the  average  was  of  all  those  who  came 
in,  those  who  came  under  the  minimum  charge,  what  the  average 
amount  of  gas  used  was,  and  then  theoretically  we  put  that  amount 
of  money  along  with  this  service  charge,  the  actual  cost  without  any 
gas,  and  that  made  the  basis  of  our  minimum  charge.  We  did  not 
think  it  was  wise  at  that  time  to  put  in  a  straight  service  charge,  so 
we  tacked  on  this  other  amount,  and  made  the  minimum  charge, 
because  that  was  the  thing  that  was  asked  for  by  the  company. 

Now  we  established  a  three-block  minimum  charge,  beginning  with 
thirty  cents.  Twenty-five  cents  was  about  what  the  service  charge  was 
for  the  smallest  meter,  and  the  other  meters  ranged  in  accordance 
with  size,  and  we  only  put  in  three  blocks  because  the  comparatively 
small  number  having  larger  meters  used  so  much  gas  that  they  paid 
in  proportion  to  the  amount  that  they  used,  or  in  proportion  to  the 
amount  of  the  cost  of  the  installation,  so  that  it  was  not  regarded  as 
necessary  to  go  beyond  the  smaller  users  involved  in  the  first  three 
blocks.  Now  when  it  became  necessary  to  increase  the  price  of  gas, 
and  when  the  question  came  up  whether  we  should  disturb  the 
communities  by  bringing  in  some  other  matter  than  simply  the  securing 
of  the  amount  of  money  that  was  necessary,  and  if  we  put  on  a 
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percentage,  of  course  it  simply  exaggerated  the  inequalities  that 
already  existed.  Now  it  was  our  duty — I  say  ours,  because  I  am 
only  a  member  of  the  Commission,  and  they  attended  to  it — it  was 
our  duty,  if  we  were  going  to  ask  more  money  of  a  community,  first 
of  all  to  distribute  that  in  a  proper  way  amongst  the  people.  If  there 
are  those  who  are  not  paying  a  fair  share,  let  us  have  them  come  up 
to  the  scratch  and  pay  a  fair  share,  and  then  after  we  have  done  that, 
let  us  raise  the  whole  thing  together.  Kicking  on  the  part  of  the  com- 
munity was  sure  to  come.  Perhaps  we  have  been  kicked  more  than 
any  other  men  in  the  State  of  New  Hampshire  because  we  insisted  on 
that  principle.  Now  we  took  the  basis  that  we  had  already  worked 
out  in  a  single  instance  in  the  State,  as  to  one  of  our  companies, 
determining  what  the  actual  cost  to  the  company  was  of  making  the 
connection  from  the  street,  and  going  around  once  a  month  and 
reading  the  meter  and  sending  out  the  bills.  I  should  like  to  talk 
more  about  this,  but  I  see  my  time  is  up. 

Chairman  WEED — I  wish  we  could  hear  more  from  Mr.  Worthen, 
but  there  may  be  others  who  desire  to  speak. 

Because  of  what  Mr.  Handy  has  said,  but  not  in  reply  to  any 
comment.  I  wish  to  say  that  in  my  own  State  we  have  approximately 
700,000  customers.  Of  course  a  service  charge  of  $6  a  year  means 
iiuite  a  tidy  sum  of  money,  if  that  can  be  produced  irrespective  of  any 
sale  of  gas  at  all.  Therefore  I  feel  myself  like  keeping  my  mind 
open  on  the  argument  as  to  that  service  charge,  because  it  is  well  worth 
the  ingenuity  and  the  brains  that  will  be  brought  to  bear  to  support 
it.  I  am  sorry  myself  that  we  are  hampered  in  my  own  State  by_any 
restriction,  so  that  we  cannot  consider  it,  if  we  feel  that  trmt  is  the 
fairest  way  to  make  the  charge. 

I  understand  that  Mr.  Matthews  of  Wisconsin  has  given  this  mat- 
ter a  good  deal  of  consideration,  and  I  wish  we  might  hear  from  him. 
,  Mr.  GEORGE  C.  MATTHEWS  of  Wisconsin — Mr.  Chairman,  the  first 
time  I  think  I  saw  the  service  charge  rate  established  for  gas  by  any 
State  commission  was  in  New  Hampshire,  and  I  read  it  in  some  of  the 
documents  which  the  secretary  very  kindly  sent  us,  and  I  think  nobody 
can  take  issue  with  what  Mr.  Worthen  has  said  as  to  the  theory  of 
the  rate.    The  principle  of  the  service  charge  applied  to  the  gas  rate 
is  just  as  fair  as  the  demand  charge  applied  to  the  electric  power  rate. 
It  seems  to  me,  however,  in  connection  with  the  recent  increases  in  gas 
rates,  that  it  perhaps  was  the  wrong  time,  and  under  the  wrong  set  of 
circumstances  for  us  to  establish  such  a  charge.     In  the  first  place 
none  of  the  gas  rate  schedules  in  Wisconsin  existing  prior  to  the  war 
were  theoretically  correct,  in  the  sense  that  none  of  them  fully  followed 
the  cost  curve  for  the  price  of  gas.     In  all  of  them  it  probably  was 
possible  for  the  very  small  customer  to  receive  service  at  somewhat 
less  than  the  full  cost  of  furnishing  it.    However,  when  the  increased 
prices  of  materials  and  labor  came  on  in  the  gas  industry  we  found 
that  probably  80  per  cent,  of  the  increased  cost  was  in  items  which 
vary  directly  with  the  amount  of  gas  produced,  or  practically  so.    The 
gas  business  in  comparison  with  the  electric  business  is  not  a  business 
of  decreasing  cost  of  manufacture  in  the  same  sense.     It  costs  very 
nearly  as  much  to  make  a  thousand  cubic  feet  of  gas  on  top  of  a  total 
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of  100,000  feet  as  it  does  to  make  it  on  top  of  a. total  of  50,000  feet,  and 
the  principal  item  of  expense,  representing  probably  80  per  cent,  of 
the  increase,  was  in  the  cost  of  coal,  or  in  the  cost  of  gas  oil,  which 
varied  directly  with  the  amount  of  gas  made,  and  was  practically  uni- 
form for  each  unit  of  output.  In  other  words,  it  seemed  to  us  that  if 
we  put  in  a  service  charge  at  this  time  we  were  rather  taking  advantage 
of  increased  expenses  which  were  the  same  per  unit,  for  the  big  con- 
sumer as  for  the  smaller  consumer,  to  make  the  rate  schedule  more 
nearly  reach  the  cost  curve,  which  would  result  in  the  small  consumer 
paying  a  larger  rate  per  thousand  feet  relatively  than  he  paid  under 
the  previous  schedule.  We  made  a  customer  analysis  of  a  number  of 
cities,  and  we  found  that  in  our  smaller  cities — and  by  that  I  mean 
everything  outside  of  Milwaukee — from  40  to  45  per  cent,  of  the  gas 
is  sold  at  the  rate  applicable  to  the  first  1,000  feet,  and  about  65  per 
cent,  is  sold  at  the  rate  applicable  to  the  first  2,000  feet,  and  only  about 
8  or  10  per  cent,  is  sold  at  rates  affecting  more  than  5,000  feet  per 
month.  Now  the  net  result  of  establishing1  or  putting  on  a  service 
charge  is  that  there  is  a  vast  bulk  of  the  customers  who  use  1,000  to 
2,000  cubic  feet  per  month.  The  average  in  all  our  plants  would  prob- 
ably be  2,000  cubic  feet  per  customer  per  month.  This  meant  that  the 
increase  would  bear  most  heavily  on  the  man  using  gas  for  domestic 
purposes,  at  a  time  when  its  use  for  industrial  purposes  was  probably 
very  profitable,  and  as  a  consequence  of  that  the  Wisconsin  Com- 
mission felt  that  this  was  not  the  time  to  disturb  the  relations  in  the 
old  schedule  which  theoretically  should  be  changed,  but  that  it  was  a 
time  to  spread  the  increase  uniformly  over  all  parts  of  the  schedule. 

Chairman  WEED — Mr.  Lewis,  of  Indiana,  has  had  a  good  deal  of 
experience  with  this  question,  and  I  think  we  would  like  to  hear  from 
him. 

Mr.  E.  I.  LEWIS,  of  Indiana — I  do  not  think  I  have  anything  to 
offer.  When  we  met  in  Chicago  in  July  the  gas  situation  was  most 
acute.  Oils  were  up  around  fifteen  or  sixteen  cents.  Coke  had  gone 
up  to  $18  or  $20  a  ton,  $16  or  $17  being  the  lower  level.  In  every 
community  the  gas  situation  was  the  problem  that  was  most  trouble- 
some for  the  Commission,  and  for  that  reason  we  thought  that  it 
would  be  a  very  timely  subject  for  a  'round  table  conference. 

Now  I  have  a  fixed  impression  about  the  disturbance  of  the  last 
two  weeks.  We  have  a  controlling  equation  of  this  disturbance  in 
the  water  gas  manufacture.  Coke  has  taken  a  decided  trend  down- 
ward on  Connellsville  prices.  Oil  is  more  or  less  stabilized  compared  to 
what  it  was  in  the  last  period.  Every  indication  is  that  a  break  has  come 
in  the  gas  situation.  In  our  State  as  in  most  States  the  gas  rate  is  now 
up  to  a  very  high  point.  It  is  up  to  the  deficate  point.  If'you  touch 
it,  it  is  a  serious  matter  of  disturbance.  Now  I  believe  we  would  do 
well  to  wait  and  see  what  is  going  to  happen  in  the  next  month,  par- 
ticularly in  the  coke  and  coal  markets.  I  might  say  to  you  that  the 
matter  will  touch  on  the  next  subject,  which  is  far  more  important  to- 
day, of  public  relations ;  but  my  relations  with  our  operators  are  such 
that  we  sit  down  and  talk  these  matters  over,  and  we  are  pretty  much 
of  the  opinion  that  instead  of  raising  rates,  which  are  already  $1.60 
or  $1.80,  we  had  better  wait  a  little  while,  in  looking  to  the  new  year, 
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and  see  what  is  going  to  happen.  The  men  interested  in  gas  utilities 
have  valuable  properties.  It  is  to  our  interest  that  those  properties 
be  maintained.  We  do  not  want  to  disturb  the  situation  unduly,  and 
I  find  that  our  gas  people  are  rather  inclined  to  favor  that  view.  We 
assure  these  people  that  we  know  what  the  situation  is  and  what  their 
needs  are  going  to  be,  and  it  is  my  opinion  that  if  you  add  to  a  $1.80 
rate  or  a  $1.60  rate  another  thirty  or  forty  cents,  you  will  only  invite 
a  reaction  on  the  part  of  the  communities.  It  has  got  up  to  a  point 
where  the  communities  are  going  to  react,  especially  in  view  of  the 
fact  that  the  newspaper  reports  are  to  the  effect  that  the  break  has 
come.  If  the  break  has  come,  and  they  have  lower  cost  of  production, 
I  am  rather  inclined  to  think  we  should  hold  our  ground.  I  think  that 
particularly  applies  to  the  gas  industry. 

Chairman  WEED — If  any  gentleman  present  has  something  to  add 
to  this  discussion,  we  shall  be  glad  to  hear  him. 

Mr.  EDWARD  FLAD,  of  Missouri — I  understand  that  the  lowest  B.  t.  u. 
so  far  is  530.  We  have  been  importuned  by  one  or  more  utilities  to 
lower  our  B.  t.  u.  to  450.  I  would  like  to  know,  is  there  any  Commis- 
sioner here  who  is  aware  of  any  regulation  as  low  as  450,  or  anything 
below  530  B.  t.  u.? 

Chairman  WEED — There  is  in  England  and  in  Canada.  I  do  not 
happen  to  know  of  anything  of  that  kind  in  this  country. 

Mr.  WILLIAM  C.  BLISS,  of  Rhode  Island — In  the  case  of  the  Provi- 
dence Gas  Company  we  have  fixed  a  standard  of  510  B.  t.  u.  and  such 
investigation  as  we  have  made  shows  that  it  has  not  seriously  affected 
the  general  use  to  which  gas  is  applied,  and  it  has  not  involved  many 
complaints  to  the  Commission. 

Mr.  WILLIAM  F.  STROUSE,  of  Maryland — In  the  city  of  Baltimore 
we  are  using  the  standard  of  500  B.  t.  u.,  and  apparently  it  is  working 
out  satisfactorily. 

Mr.  BLISS — If  I  may  be  allowed  to  make  my  explanation  complete, 
the  necessity  for  the  reduction  of  the  standard  of  B.  t.  u.  in  Providence 
was  due  to  the  inability  of  the  company  to  provide  itself  with  a  suffi- 
cient amount  of  gas  material  to  insure  the  maintenance  of  a  higher 
standard,  and  not  to  any  desire  on  the  part  of  the  company  to  reduce 
the  standard  to  that  low  basis.  The  recommendation  of  the  company 
was  carefully  studied  by  the  public  service  engineer  of  the  city  of 
Providence  and  the  joint  committee  on  public  lighting,  who  rendered 
to  the  city  council  of  the  city  of  Providence  a  unanimous  report,  recom- 
mending that  the  company  be  permitted  to  reduce  its  standard  to  that 
figure  in  view  of  the  necessities  of  the  situation.  The  city  government, 
however,  did  not  see  fit  to  accept  the  unanimous  report  of  its  joint 
committee  upon  lighting,  but  made  the  matter  the  subject  of  proceed- 
ings before  the  Commission,  which  are  now  pending. 

Chairman  WEED — The  time  has  arrived  when  we  must  close  the 
discussion  of  this  topic.  I  think  the  question  of  the  gas  standard 
is  an  exceedingly  important  question,  and  I  think  if  it  be  true  that 
costs  of  the  essential  materials  are  about  to  decline,  it  may  be  perhaps 
a  very  appropriate  time  to  discuss  the  question  of  what  the  best 
standard  is.  In  my  own  State,  nearly  four  years  ago,  in  changing 
from  candle  power  to  a  heat  standard,  we  established  528  B.  t.  u.  as 
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an  absolute  minimum.  We  are  now  about  to  consider  the  question  of 
what  the  best  standard  is.  Now  one  of  the  difficult  problems  of  the 
moment  is  the  difficulty  of  securing  a  reliable  supply  of  gas  oil.  Gas  of 
528  B.  t.  u.,  and  that  is  not  substantially  different  from  530  or  525 
or  even  510,  has  proved  to  be  a  good  gas,  a  commercially  good  gas  by 
experience.  Now  it  requires  (if  it  is  a  straight  water  gas)  a  little  less 
than  three  gallons  of  oil  per  thousand.  It  developed  when  oil  was 
required  during  the  war  for  war  purposes,  that  in  Philadelphia  and 
New  York,  to  meet  their  very  high  candlepower  standard,  the  excess 
of  oil  used  there  over  what  we  had  to  use  under  our  standard  would 
have  supplied  the  necessary  oil  to  carry  all  of  New  England.  Now 
if  it  be  true  that  a  528  B.  t.  u.  gas  is  a  commercially  good  gas,  and 
I  believe  it  to  be  good  for  reasons  other  than  those  which  have  been 
discussed  here,  namely  that  it  is  a  more  stable,  uniform  gas,  and 
that  the  customer  gets  more  uniformly  what  he  is  paying  for — if  that 
be  true,  I  think  it  opens  the  question  for  serious  discussion  through- 
out the  country-  at  some  time  as  to  what  is  the  best  working  standard 
for  gas. 

Of  course  the  English  people  had  to  meet  a  great  war  situation. 
They  met  it  practically  by  a  very  low  standard,  but  as  I  understand 
it,  feeling  satisfied  with  that  standard,  are  making  it  permanent.  I 
think  it  is  a  subject  well  worthy  of  very  serious  consideration,  in 
view  of  the  relation  it  has  to  these  great  natural  resources  which  are 
limited  in  their  amount  and  therefore  ought  in  a  reasonable  way  to 
be  conserved. 

Mr.  E.  I.  LEWIS  of  Indiana — What  is  the  British  standard? 

Mr.  BLISS — I  think  it  is  450  B.  t.  u.,  but  I  am  not  positive  of  that. 

Mr.  SHERMAN  T.  HANDY  of  Michigan — It  is  450  in  England  and 
450  in  Canada. 

Chairman  WEED — I  understand  the  English  are  trying  the  experi- 
ment of  basing  their  charge  on  heat  units,  on  the  basis  of  a  charge  for 
100.000  heat  units,  based  on  the  heat  value  of  the  content  of  the  gas. 

Mr.  STROUSE  of  Maryland — The  gas  company  in  Baltimore  is 
sending  out  over  30,000,000  feet  per  day  at  500  B.  t.  u. 

Chairman  WEED — That  closes  the  discussion.  The  next  topic  will 
be  taken  up  by  Mr.  Burr  of  Florida. 

PUBLIC  RELATIONS. 

• 

Chairman  R.  HUDSON  BURR  of  Florida — Gentlemen,  we  will  have 
an  hour  and  twenty-five  minutes  to  spend  upon  the  next  subject,  which 
is  a  discussion  of  public  relations.  I  feel  very  much  as  Mr.  Weed 
stated  a  while  ago  that  he  felt.  I  thought  my  duty  was  merely  to 
preside,  and  that  I  would  not  be  expected  to  make  any  remarks,  and 
I  am  really  not  prepared  to  do  so.  I  think  if  these  discussions  are 
continued  on  our  program  next  year  we  will  all  have  a  better  under- 
standing of  them,  and  be  in  a  better  position  to  get  more  benefit  out 
of  them. 

Since  I  was  notified  and  accepted  the  chairmanship  of  the  'Round 
Table  Discussion  on  the  subject  of  "  Public  Relations."  some  time  in 
August  or  September,  my  work  has  been  such  that  it  has  been  im- 
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possible  to  give  the  thought  to  the  subject  which  I  should  have  to 
properly  open  a  discussion  of  the  same. 

The  subject  is  such  a  broad  one,  and  to  get  the  most  out  of  it  I 
regret  that  the  operating  officers  of  railways,  street  car  companies 
and  all  other  utilities  are  not  present  to  hear  what  will  be  said  with 
reference  to  the  cultivation  of  better  relations  between  public  service 
corporations.  I  shall  only  deal  with  that  phase  of  the  question  which 
has  struck  me  most  forcibly  through  my  observations,  and  that  is 
the  attitude  of  the  employees  of  those  corporations  towards  the  patrons 
of  the  corporation.  The  attitude  of  such  employees  will  establish  a 
good  or  a  bad  feeling  by  the  public  with  whom  they  come  in  contact. 
Alert,  courteous,  open  and  frank  dealing  and  service  on  the  part  of 
the  employee  can  only  bring  about  that  healthy  and  kindly  feeling  on 
the  part  of  the  public,  which  they  ought  to  have  towards  the  cor- 
poration, and  the  opposite  attitude  of  such  employees  only  brings 
condemnation  and  bad  feeling  towards  the  corporation. 

I  said  on  one  occasion,  when  speaking  to  a  gathering  of  traffic  men 
and  claim  agents,  that  it  would  be  well  for  them  to  observe  the 
following.  The  principle  will  apply  to  all  utilities. 

1.  Handle  all  claims  promptly. 

2.  Surround  them  with  as  little  red  tape  as  possible. 

3.  Assume  that  the  claimant  is  always  right  until  you  have  proved 
to  him.  politely  and  courteously,  that  he  is  in  error. 

4.  Try  to  impress  upon  your  local  agents  that  a  shipper  who  presents 
a  claim  is  not  an  enemy  in  disguise,  but  a  patron  of  your  company, 
seeking  to  collect  that  which  he  thinks  is  due  him. 

5.  Pay  the  claims  of  small  shippers  as  promptly  and  as  cheerfully 
as  you  do  those  of  the  big  concerns,  and  when  you  pay  a  small  shipper 
do  not  try  to  impress  him  with  the  idea  that  you  are  doing  him  a 
favor.     Instead,  try  to  give  him  the  impression  that  you  are  paying 
him  what  belongs  to  him,  and  that  you  are  glad  of  the  opportunity 
to  do  so. 

Every  railroad  and  utility  man,  no  matter  what  his  position,  coming 
in  contact  with  the  public,  should  get  it  fixed  hard  and  fast  in  his 
mind  that*  frankness,  promptness  and  courtesy  are  among  the  greatest 
assets  of  the  company  or  the  corporation  for  which  he  works.  On 
the  other  hand  the  shippers  or  patrons  of  the  public  utility  should 
conduct  themselves  in  such  a  way,  in  dealing  with  the  carriers  or 
utilities,  as  to  inspire  their  confidence  and  respect,  by  the  same  frank- 
ness, promptness  and  courtesy  which  they  would  expect  from  the 
utilities. 

The  public  relations  between  the  public  utility  corporations  on  the 
one  hand,  and  the  public  on  the  other,  have  never  been  what  they  should 
be,  but  during  the  war  and  during  the  operation  of  the  carriers  by  the 
Railroad  Administration  the  conduct  of  those  who  have  had  to  come 
in  contact  with  the  public  has  been  worse  than  at  any  time  in  my 
recollection,  and  therefore  there  is  at  this  time  a  great  field  for  the 
cultivation  of  better  relations.  I  believe  that,  wherever  and  whenever 
it  can  be  done,  employees  of  different  kinds  of  utilities,  including 
railroads,  should  be  gathered  together  in  as  great  a  number  as 
possible,  and  the  officials  of  those  companies,  and  also  public  officials, 
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should  address  them  on  the  subject  of  their  duty  to  the  company, 
as  well  as  their  relation  to  the  public.  They  should  be  thoroughly 
impressed  with  the  fact  that,  no  matter  how  fine  a  machine  the  utility 
may  provide  for  the  service  of  the  public,  it  will  absolutely  fail  if  the 
.man  who  works  the  machine  fails.  I  might  illustrate  this  by  saying 
that  the  kind  of  treatment  that  a  man  receives  at  the  desk  in  a  hotel, 
when  he  comes  in  to  register,  will  go  a  long  way  towards  pleasing 
him  with  the  service  he  receives  while  a  guest  at  that  hotel. 

At  this  point  I  want  to  relate  something  that  recently  happened 
to  me.     I  went  into  the  Jacksonville  terminal  station  to  purchase  a 
ticket  from  Jacksonville  to  my  official  residence.    It  so  happened  that 
a  great  many  people  in  my  territory  are  still  using  mileage  or  strip 
books.     The  State  Commissioners  use  them   for  convenience.     The 
railroad  officials  desire  that  they  be  exchanged  for  tickets  at  ticket 
windows.     I  went  up  to  this  window  and  put  my  book  in  and  asked 
the  agent  to  please  pull  me  a  ticket  to  Talahassee.    He  shoved  it  back 
at  me  and  said,  "  You  can  get  that  pulled  on  the  train."     I  said,  "  I 
know  I  can,  but  I  want  it  pulled  here."     He  pushed  it  back,  and  I 
immediately  pushed  it  back  again,  and  he  pushed  it  back  at  me  and 
told  me  to  get  it  pulled  on  the  train.     I  said  to  him,  "  Young  man, 
I  know  that  the  officials  of  this  terminal  and  the  officials  of  the  road 
entering  this  terminal  desire  this  transportation  pulled  at  this  window." 
I  pushed  the  book  back  again,  and  he  pushed  it  back  at  me  and  said, 
"  It  is  too  much  trouble  to  pull  this.     The  conductor  can  pull  it  on 
the  train."     I  reminded  him  that  he  was  well  paid  for  the  trouble  he 
was  complaining  of,  and  that  it  was  his  duty  to  do  so,  and  if  he  did 
not  I  was  going  to  report  him.     He  finally  then  consulted  somebody 
else  back  in  the  ticket  office,  and  then  came  forward  and  pulled  my 
ticket.     In  the  meantime  he  said  to  me  in  a  very  abrupt  and  offensive 
manner,  "  What  did  you  buy  this  book  for  anyhow  ?  "     That  riled, 
me  and  I  said,  "  It  is  none  of  your  business ;  and  since  you  have 
carried  this  thing  to  the  extent  you  have,  I  am  going  to  report  it. 
What  is  your  name?"     He  said,  "That  is  none  of  "your  business." 
(Laughter).     He  did  not  know  me  and  I  would  not  use  my  official 
position  to  get  something  that  perhaps  might  be  accorded  to  me  by 
reason  of  my  position  had  he  known  it,  and  I  did  not  want  anything 
that  the  general  public  was  not  entitled  to.     So  when  I  got  to  my 
office   the   next   day   I   wrote  a    full   statement  of   the   facts  to   the 
superintendent  of  that  terminal,  and  I  told  him  that  the  conduct  of 
this  man  convinced  me  that  he  was  unfit  to  deal  with  the  public,  that 
if  he  desired  to  apologize  to  me  for  his  treatment,  by  reason  of  my 
official   position,   that  would   not  suffice,  that  nothing  would  suffice 
except  his  summary  dismissal,  because  he  was  unfit  to  come  in  contact 
with  the  public. 

Upon  receipt  of  that  letter  I  received  a  telegram  from  the  superin- 
tendent of  the  terminal  that  that  man  was  fired.  He  also  called  up 
all  the  force,  got  them  together  at  different  times,  and  told  them  that 
the  balance  of  them  would  be  put  out  in  the  same  way  unless  they 
showed  a  proper  appreciation  of  their  duty  to  the  company  and  its 
relation  to  the  public. 

In  the  lot  of  traveling  I  have  had  to  do  the  last  few  years  I  have 
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found  that  this  kind  of  feeling  and  conduct  towards  the  patrons  of  a 
company  has  been  carried  on  to  some  extent  among  railroad  con- 
ductors and  Pullman  car  conductors  and  the  employees  in  dining 
cars.  The  service  in  the  dining  cars  in  some  sections  in  which  I 
have  traveled  has  been,  if  you  will  excuse  the  expression,  rotten,  and 
I  have  never  missed  an  occasion  to  impress  upon  the  officials  under 
whom  those  employees  came  the  necessity  of  bringing  about  a  better 
condition  and  better  conduct  towards  the  public  on  their  side  of  the 
question.  These  employees  are  all  men,  entitled  to  fair  treatment 
themselves,  but  when  the  public  gets  such  raw  deals  handed  out  to 
them,  you  cannot  expect  the  public  to  treat  these  employees  as  they 
ought  to  treat  them. 

I  believe  that  the  same  thing  applies  to  managers  and  cashiers  of 
water,  light  and  power  companies.  The  manner  in  which  the  manager 
and  the  cashier  at  the  window  deal  with  the  patrons  of  that  company 
has  a  bearing  on  the  question  of  whether  the  people  and  the  corpora- 
tion are  going  to  feel  kindly  towards  one  another. 

I  would  apply  that  also  to  the  managers,  and  to  the  conductors  and 
those  who  come  in  contact  with  the  public  on  street  railways,  and  also 
the  managers  and  operating  force  that  have  to  deal  with  the  public 
either  directly  or  indirectly  in  telephone  companies.  Right  after  the 
Southern  Bell  Telephone  Company  had  had  a  strike  at  Jacksonville 
a  few  months  ago  they  asked  me  to  talk  to  their  employees,  that  is  to 
the  operating  force  in  the  exchange,  and  one  afternoon  when  I  found 
I  had  the  time  I  notified  them,  and  the  manager  got  together  about 
125  or  130  of  them.  I  am  not  saying  this  to  pat  myself  on  the 
shoulders  at  all,  but  I  talked  to  them  along  the  line  of  what  they 
owed  the  company  they  were  working  for  and  what  that  company 
owed  to  the  public  and  what  that  company  was  selling  to  the  public 
and  all  they  had  to  sell  to  the  public,  and  made  it  perfectly  clear,  in 
my  humble  way,  that  the  whole  machine  would  fall  to  pieces  if  they 
did  not  perform  their  function  inside  the  exchange.  This  was  right 
after  an  inspection  of  that  plant,  and  I  had  the  report  of  our  engineer, 
who  had  made  a  test  and  examined  various  things  in  that  plant  for 
some  ten  days,  and  I  was  able  to  put  my  hands  on  the  weak  spots  and 
the  strong  points,  and  I  gave  them  credit  for  where  they  had  made 
good.  I  was  just  as  fair  to  them  in  that  as  I  was  in  my  criticism  of 
any  fault  that  they  might  have  been  guilty  of.  They  seemed  to 
appreciate  it.  and  the  manager  told  me  the  other  day  that  that  con- 
ference had  brought  about  a  happy  state  of ,  affairs,  and  had  expedited 
their  service  in  that  city  more  than  anything  that  had  happened  in  a 
long  while.  I  believe  such  things  as  that  ought  to  be  continued.  I 
believe  we  ought  to  go  away  from  here  with  the  idea  that  wherever 
possible  we  ought  to  try  to  get  the  utility  companies  themselves  to  do 
work  of  that  kind ;  and  whenever  one  of  the  Commissioners  can  meet 
any  considerable  number  of  employees  who  come  in  contact  with. the 
public,  vou  ought  to  talk  to  them  along  those  lines. 

I  shall  not  go  into  all  of  the  phases  of  this  broad  subject,  because 
there  are  others  here  to  talk,  who  I  hope  will  deal  with  the  financial 
side  of  the  question.  I  will  say  in  this  connection  that  under  this  head 
it  strikes  me  that  the  relation  of  the  State  Commissions  to  the  public 
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in  their  States,  and  th'e  relation  of  the  public  to  the  Commission  ought 
also  to  be  talked  about,  in  order  that  there  may  be  a  better  and  clearer 
understanding  between  the  Commission  and  the  citizens  of  their  State 
as  to  the  powers  and  duties  of  the  Commission,  and  just  what  the 
Commission  can  do  for  them,  and  to  what  extent  the  public  ought  to 
help  the  Commission  to  do  it. 

There  is  a  gentleman  here  with  us  this  afternoon  representing  the 
National  Association  of  Electric  Light  Companies,  who  will  be  per- 
mitted to  talk  to  us  along  the  lines  of  a  campaign  of  a  better  under- 
standing and  a  better  feeling  with  the  public,  which  his  association 
is  undertaking  to  carry  on.  He  was  formerly  State  Commissioner 
in  Colorado,  and  is  known  to  most  of  you.  I  refer  to  Mr.  Aylesworth. 
I  therefore  leave  the  further  discussion  of  the  subject  to  the  two 
leaders  who  have  been  appointed  for  that  purpose,  and  after  that 
we  will  hear  short  addresses  from  any  present  who  desire  to  say 
anything.  With  the  idea  of  getting  the  benefit  of- what  Mr.  Aylesworth 
will  say,  I  think  it  would  be  profitable  to  hear  from  him  and  his  com- 
mittee before  the  two  leaders  appointed  to  open  the  discussion  address 
us.  Mr.  Aylesworth  has  a  committee  here.  This  matter  was  brought 
to  my  attention  some  two  weeks  ago  while  out  on  the  road,  and  I 
was  urged  by  other  Commissions  to  invite  Mr.  Aylesworth  and  his 
committee  here  to  be  with  us  when  this  subject  was  discussed.  You 
know  my  friend  from  Indiana,  Mr.  Lewis,  was  the  promoter  of  these 
'round  table  talks  and  I  want  him  to  talk  some  too.  We  will  now  hear 
from  Mr.  Aylesworth.  (Applause.) 

Mr.  H.  M.  AYLESWORTH — Mr.  Chairman  and  gentlemen,  I  made  the 
most  of  my  speech  this  morning  and  I  am  not  going  to  say  much  this 
afternoon.  If  I  said  anything  this  morning  that  offended  anyone  in 
the  room  I  wish  to  apologize.  If  I  may,  I  will  talk  three  or  four 
minutes,  and  then  give  up  my  time  for  the  other  part  of  this  discussion 
to  the  gentlemen  who  have  accompanied  me  at  the  invitation  of  the 
Chairman.  I  refer  to  members  of  the  Public  Policy  Committee  of  the 
National  Electric  Light  Association,  who  happen  also  to  be  interested 
in  gas  as  well  as  electricity,  Mr.  S.  Z.  Mitchell  and  Mr.  O.  D.  Young. 
Some  time  ago,  when  I  was  Commissioner  in  the  State  of  Colorado,  it 
came  to  my  attention  and  troubled  me  greatly  that  the  public  really 
were  misunderstanding  first  the  duties  of  the  Commission,  its  trials 
and  tribulations,  and  second,  the  still  more  important  matter  of  the 
relationship  of  the  public  utility  to  the  public.  It  seemed  to  me  in  days 
past,  and  I  have  never  changed  my  opinion  since,  that  the  public 
utility  was  largely  at  fault,  in  that  for  so  many  years  it  had  sat  silently 
by  and  permitted  the  agitator,  whether  he  was  running  for  constable  or 
governor  or  senator,  to  attack  the  public  utility  generally  ag  though 
it  had  no  part  in  public  life.  I  am  afraid  most  of  the  uitlity  men  in 
those  days  went  inside  and  pulled  down  the  blinds  and  waited  for  the 
storm  to  pass  and  then  came  out  on  the  street  and  looked  around.  I 
found  in  those  days  that  a  public  utility  man  would  come  to  me  and 
say,  "  Here  is  an  advertisement  we  ran  yesterday,  and  it  tells  all  about 
our  business,  but  I  do  not  notice  this  morning  that  the  public  have 
any  different  view  of  us  than  they  had  yesterday,"  which  convinced 
me  that  many  men  felt  that  the  public,  after  years  and  years  of  mis- 
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understanding  if  you  please,  perhaps  both  through  the  fault  of  the 
public  utilities  and  through  the  fault  of  some  of  our  ambitious  poli- 
ticians, had  not  come  to  the  realization  that  these  things  cannot  be 
remedied  overnight,  and  that  some  time  must  be  taken  to  properly  and 
truthfully  inform  the  public.  I  do  not  believe  that  it  is  the  duty  of  a 
public  utility  commission  to  inform  the  public  about  the  public  utili- 
ties. I  believe  that  is  the  duty  of  the  public  utility  itself.  I  agree  with 
Chairman  Burr  that  it  is  the  duty  of  the  Commission  to  inform  the 
public  as  to  the  law  under  which  it  works  and  as  to  the  relationship 
of  that  law  to  the  public.  I  think  it  is  a  fine  thing  when  Chairman 
Burr  tells  you  that  he  has  apepared  before  the  organizations  of  the 
public  utilities  and  told  those  men  that  they  really  are  the  public  utility 
after  all,  not  the  building  or  the  president  or  the  vice-president,  but 
the  organization.  Through  their  treatment  of  the  public  will  the 
public  utility  succeed  or  fall.  That  is  the  answer.  I  have  had  the 
pleasure  of  telling  about  150,000  employees  of  electric  light  and  gas 
companies  this  year  that  that  is  the  story  and  that  the  opportunity  is 
up  to  them  for  real  service  to  the  public.  But  that  does  not  have  so 
much  effect  coming  from  within  the  industry  as  it  does  from  those 
who  control  and  regulate  the  industry  today.  Therefore  I  hope  that 
every  commissioner  present  will  take  the  opportunity,  regardless  of 
whether  the  public  utility  likes  it  or  not,  to  go  before  the  public  utility 
organization  and  tell  the  employees  what  service  means.  That  is  what 
we  are  trying  to  do  in  the  Association  today,  but  we  cannot  always 
accomplish  it. 

Now  we  come  to  consideration  of  a  more  serious  question  and  that 
is  the  question  of  public  information.  I  just  want  to  tell  you  in  a 
word  what  the  National  Electric  Light  Association  is  doing  to  inform 
the  public  as  to  the  utility  and  the  importance  of  the  utility  .in  the 
community.  I  realize  that  if  a  campaign  of  public  information  is  con- 
ducted, it  must  be  honest,  fair  and  truthful  to  the  word.  It  may  per- 
.haps  give  some  vision  or  imagination  to  the  story,  or  the  public  will 
not  read  it.  The  telephone  companies  have  done  some  wonderful  edu- 
cational work,  but  I  am  afraid  the  public  in  its  electric  business — and 
I  think  this  applies  also  to  gas  and  telephone  companies — I  am  afraid 
the  public  has  not  gotten  much  beyond  pressing  the  button  and  getting 
the  bill  at  the  end  of  the  month.  I  do  not  believe  the  public  has  been 
informed  really  about  the  investment  in  the  dams,  the  coal  bills,  the 
transmission  lines,  and  the  great  organization  which  gives  the  service 
night  and  day,  and  therefore  we  are  trying  to  tell  our  story.  How 
are  we  doing  it?  This  month  over  2,000,000  consumers  in  the  United 
States  will  receive  with  their  bills  a  little  story  told  by  a  little  man 
called  Kilowatt,  and  he  will  tell  the  consumer,  who  is  the  housekeeper 
in  the  home,  that  he  understands  her  troubles,  that  he  realizes  that 
he  has  made  her  work  less  difficult  through  the  use  of  the  various 
electrical  conveniences ;  and  after  thus  setting  the  stage  he  starts  in 
and  tells  the  place  of  the  public  utility  in  the  community,  what  it  is 
doing  for  the  upbuilding  of  the  community,  and  its  problems  and  its 
troubles.  So  much  for  that.  I  hope  we  will  have  four  million  con- 
sumers getting  this  little  story  and  getting  this  campaign  inside  of  five 
months.  This  campaign  will  be  an  honest  one.  It  will  not  attempt  to 
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deal  with  the  proposition  whether  rates  should  be  increased  or  any- 
thing of  the  sort.  It  will  simply  tell  the  place  of  the  utility  in  the 
community  and  its  importance  to  the  public. 

In  that  connection,  my  friends,  we  have  appealed  to  the  electric 
light  manufacturers,  and  we  have  said  to  them,  "  You  men  who  do  a 
great  deal  of  popular  magazine  advertising,  when  you  show  an  electric 
fan  on  the  table,  it  is  more  than  that  fan  which  ought  to  be  shown. 
With  every  fan  that  circulates  the  air  in  an  office  or  a  home,  there  is 
the  current  which  runs  right  from  the  power  station  or  the  transmis- 
sion line  or  the  distribution  line.  When  you  show  a  washing  machine, 
with  a  woman  with  a  white  apron  standing  above  it  watching  it  work 
automatically,  what  is  there  shown  of  all  the  great  investment  which 
brings  the  current  to  the  washing  machine,  and  which  is  back  of  that 
operation?  In  other  words,  you  have  not  done  your  part  in  informing 
the  public.  These  men  replied,  "  We  agree  with  you,  and  beginning 
in  January  we  are  going  to  inaugurate  the  policy  of  telling  the  story 
to  the  public  of  the  electric  utility  in  the  community  in  such  a  way 
as  to  give  the  public  a  better  understanding  of  it." 

We  have  gone  to  the  Investment  Bankers'  Association  and  have 
asked  our  co-operative  committee  to  tell  them  that  we  desire  to  co- 
operate, to  bring  home  to  the  public  the  practicability  of  the  public 
investing  in  public  utility  securities.  I  do  not  know  how  many  of  you 
people  may  know  it,  but  the  electric  light  and  power  companies  have 
over  1,500,000  owners  of  their  securities  in  this  country.  We  hope  to 
make  it  2,000,000  in  a  very  short  time,  through  our  customers'  stock 
'ownership  campaign.  In  other  words,  those  are  the  people  who  are 
putting  up  the  large  part  of  the  money  for  utility  operation,  and  yet 
the  public  knows  nothing  about  it.  Appearing  not  long  ago  before  the 
Investment  Bankers'  Association  I  was  surprised  to  learn  that  ap- 
parently half  of  those  present  did  not  seem  to  know  anything  about 
public  utilities  and  their  securities.  They  could  not  see  the  difference 
between  the  packing  companies  and  the  public  uitilities.  We  tried  to 
tell  them  the  story  of  the  public's  interest  in  public  utilities  and  public 
utility  securities,  and  they  are  getting  ready  to  co-operate  in  some 
publicity  work  and  are  going  to  help.  How  many  bankers  are  looking 
on  the  utility  situation  today  with  a  great  deal  of  pleasure,  or  looking 
for  brighter  days?  I  am  afraid  that  when  anybody  comes  into  a 
bank  and  says,  "  Mr.  Banker,  do  you  advise  me  to  buy  the  securities 
of  the  public  utility  in  my  town,"  the  banker  will  shake  his  head  sadly, 
perhaps  with  some  justice,  based  on  the  experience  of  past  years,  and 
will  say,  "  You  had  better  put  your  money  any  place,  but  do  not  put 
it  into  a  public  utility."  So  we  are  going  to  try  to  tell  the  story  on 
the  counters  of  every  bank  in  the  country,  that  every  average  man 
in  the  country  has  a  $63  interest  in  the  public  utility  securities  of  the 
country. 

We  are  going  to  try  to  tell  the  story  through  the  insurance  com- 
pany. Bill  Jones,  who  does  not  care  anything  about  the  public  utility 
in  his  own  community,  who  is  very  glad  indeed  if  the  rate  goes  down 
instead  of  up,  and  if  the  service  is  poor  he  does  not  know  much  about 
it,  is  very  much  interested  in  the  policy  which  goes  to  Mrs.  Jones ;  and 
yet  he  does  not  know  that  over  $2",000,000,000  of  insurance  company 
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assets  are  invested  in  public  utility  stocks  in  this  country,  and  that  he 
x  has  got  a  definite  interest.  Those  things  have  never  been  brought  home 
to  him.  So  we  are  trying  in  this  great  campaign  of  education,  through 
State  committees  on  public  information  in  every  State  in  the  Union, 
to  disseminate  this  information  as  much  as  possible.  We  are  organiz- 
ing four-minute  men  throughout  the  country  among  our  managers  and 
other  employees,  telling  them,  "  When  you  get  the  opportunity  to  go 
before  your  Rotary  Club  or  your  Chamber  of  Commerce,  or  other 
organization  of  that  kind,  get  up  and  tell  something  about  the  public 
utility  business."  There  has  been  entirely  too  much  of  the  other  side 
of  the.  story  told,  and  not  enough  from  the  public  utility  side. 

So  we  hope,  my  friends,  that  within  a  short  time,  by  an  honest  en- 
deavor toward  national  education,  we  will  bring  home  the  story  to 
the  public  of  the  importance  of  the  public  utility  in  each  community 
of  the  nation. 

I  thank  you  for  this  opportunity  of  expressing  just  these  few  words, 
and  I  do  hope,  Mr.  Chairman,  that  you  may  have  the  opportunity  dur- 
ing the  afternoon  to  hear  from  Mr.  Mitchell  and  Mr.  Young  for  a 
minute  or  two. 

Chairman  BURR — Hon.  Benjamin  F.  Cleaves  of  Maine  is  designated 
on  the  program  as  the  first  leader  of  the  discussion.  Is  Mr.  Cleaves 
present?  In  the  absence  of  Mr.  Cleaves,  Hon.  Clyde  M.  Reed,  of 
Kansas,  is  next.  Mr.  Reed,  will  you  open  the  discussion? 

Mr.  CLYDE  M.  REED,  of  Kansas — Mr.  Chairman,  the  subject  which 
has  bee'n  assigned  for  discussion  covers  almost  the  broadest  range  of 
topics  that  could  be  brought  before  a  body  like  this  for  consideration. 
Therefore  I  feel  wholly  inadequate  to  do  more  than  touch  the  outer- 
most edge  of  the  subject. 

I  have  been  most  concerned  in  this  from  the  standpoint  of  the  public. 
My  relation  with  the  Utilities  Commission  of  Kansas,  or  the  Industrial 
Court,  as  we  are  now  known,  has  existed  only  since  the  first  of  Febru- 
ary of  this  year.  In  that  time  I  have  wondered  a  bit  whether  unpopu- 
larity of  public  utilities  is  due  to  something  that  is  inherent  in  the 
business,  or  whether  it  is  due  to  the  way  that  business  has  been  con- 
ducted;  but  upon  that  particular  point  my  mind  is  entirely  open,  and 
I  shall  listen  with  a  great  deal  of  pleasure  and  a  great  deal  of  benefit 
I  hope  to  the  discussion  of  the  matter  from  the  standpoint  of  the 
utility  representatives  who  are  present. 

So  far  as  the  relation  of  public  utility  commissions  to  the  public  is 
concerned,  I  think  that  may  be  discussed  here,  because  the  discussion 
seems  to  have  run  in  the  other  direction. 

In  Kansas,  as  in  other  States,  the  Public  Utility  Commissions  at 
this  time  are  not  very  popular  bodies.  That  is  due  to  the  general  mis- 
understanding of  the  utility  system,  and  the  relation  of  the  utility  busi- 
ness to  the  public,  and  the  relation  of  the  commission  to  the  business 
and  to  the  public.  I  think  it  was  Lord  Byron  who  said : 

"  'Tis   sweet  to  hear  the  watch  dog's  honest  bark 
Bay  deep-mouth'd  welcome  as  we  draw  near  home." 

And  so  far  as  the  public  is  concerned,  the  watch  dog  draws  near  home, 
which  is  the  pocketbook,  in  the  relation  of  the  public  to  the  utility, 
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whether  it  is  the  street  car  fare  or  the  electric  light  or  power  rate  or 
the  gas  rate  or  the  water  rate,  or  what  not.  That  subject  divides 
itself  into  two  parts,  one  the  question  of  the  rate  which  the  public 
pays,  and  the  other  the  service  which  the  public  gets.  The  public  has 
had  in  mind  the  low  rate  for  utility  service.  In  my  judgment  there 
is  no  service  rendered  in  America,  barring  possibly  the  two-cent  stamp 
of  the  Post  Office  Department,  which  is  as  cheap  as  the  five-cent  fare 
on  the  street  car.  That  was  only  made  possible  by  cheap  labor;  but 
in  Kansas,  because  the  industrial  court  deals  with  the  labor  question 
as  well  as  the  rate  question,  and  because  street  cars  had  been  operated 
with  cheap  labor,  we  have  had  more  street  car  cases  in  Kansas  than 
any  other  kind,  and  I  remarked  one  day  to  one  of  the  street  car 
owners,  who  was  complaining  of  the  rather  extravagant  raise  that  he 
thought  we  gave  the  street  car  employees,  that  basically  there  was  an 
error  in  the  conduct  of  the  street  car  business,  because  it  had  been 
built  upon  cheap  labor,  and  his  reply  was  that  the  public  demanded 
a  cheap  service,  and  the  only  way  they  could  render  that  cheap  service 
was  with  cheap  labor.  If  that  is  true,  and  I  think  it  is,  then  funda- 
mentally the  public  must  be  educated  on  the  value  of  a  utility  service ; 
and  the  campaign  which  Mr.  Aylesworth  has  outlined  ought  to  produce 
very  fortunate  results.  But  that  campaign,  no  matter  how  widespread, 
cannot  be  successful  unless  it  co-ordinates  in  the  offices  of  every  pub- 
lic utility  in  the  United  States  with  a  campaign  of  courtesy  and  good 
service  on  the  part  of  those  directly  responsible  to  and  directly  in 
contact  with  the  public.  Notwithstanding  the  fact  that  the  governor 
of  Kansas  conferred  upon  me  the  title  of  Judge,  I  am  a  newspaper- 
man, not  a  lawyer,  and  it  took  me  a  good  many  months  before  I  could 
get  myself  into  the  frame  of  mind  where  I  did  not  think  people  in 
Kansas  were  kidding  me  when  they  called  me  Judge.  (Laughter.) 
I  mention  that  fact  because  I  am  going  to  use  my  own  business  for  a 
moment  as  an  illustration.  I  own  in  Kansas,  as  country  newspapers 
in  Kansas  go,  a  very  considerable  sized  daily  newspaper,  one  of  the 
largest  in  the  State  outside  of  the  two  or  three  principal  cities. 

More  nearly  than  any  other  class  of  business  the  newspaper  busi- 
ness is  akin  to  the  public  utility  business,  because  we  deal  more  nearly 
with  the  whole  population  of  the  town  than  any  other  single  business 
in  the  town,  except  possibly  a  utility ;  and  if  I  ran  my  business  on  the 
same  basis  that  the  public  utility  business  of  my  town — a  town  of 
approximately  20,000  people — is  run,  I  would  have  gone  broke  years 
and  years  ago.  I  have  relieved  the  city  circulation  manager  at  his 
desk  on  a  rainy  evening  such  as  this,  after  the  carrier  boys  have  gone 
out  at  half  past  four  and  possibly  were  a  little  late,  and  have  answered 
the  string  of  complaints  that  have  come  in  from  the  public  because  the 
boy  did  not  get  the  paper  up  on  the  porch,  or  because  some  neighbor 
took  a  copy  and  ran  off  with  it  before  the  subscriber  could  get  it:  I 
have  answered  perhaps  a  hundred  calls  in  one  evening;  and  of  those 
calls  95  per  cent,  were  wholly  unreasonable  and  there  would  have 
been  an  excellent  opportunity  for  me  to  give  my  competitors  the 
benefit  of  my  answers ;  because  I  have  pretty  sharp  competition  in 
my  business  in  that  town ;  and  if  I  am  able  to  maintain  the  leading 
newspaper,  which  I  admit  I  do,  it  is  not  because  I  give  them  a  better 
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newspaper,  but  because  I  give  them  a  better  service ;  and  no  man  can 
remain  in  my  employ  who  fails  to  appreciate  that  the  most  important 
factor  in  the  general  circulation,  in  the  contact  which  we  have  with 
the  thousands  of  customers  who  pay  us  60  cents  a  month  and  no 
more,  is  the  service  they  get  from  the  carrier  boy,  who  is  more  difficult 
and  irresponsible  to  handle  than  the  employees  any  public  utility  has. 
I  know  by  personal  contact  that  the  public  is  unreasonable ;  but  I 
deal  with  the  public  on  the  basis  that  it  is  unreasonable  and  unreason- 
ing; and  thereby  I  make  my  business  a  successful  business.  You 
utility  gentlemen,  by  and  large,  have  never  undertaken  to  deal  with 
the  public  on  that  basis.  You  have  assumed  that  the  public  has  as 
much  information  upon  the  question  of  public  utility  rates  and  ser- 
vice as  you  have,  and  your  local  arrangements  have  proceeded  upon 
that  basis,  not  entirely  but  pretty  generally.  In  my  town  there  is 
a  very  unpopular  public  utility,  which,  peculiarly  enough  has  ren- 
dered perhaps  the  best  service  of  any  of  thei  utilities  of  the  town; 
and  the  .only  reason  that  it  is  the  most  unpopular  utility  in  the  town 
is  that  at  the  desk  where  the  customers  pay  the  bills,  for  ten  years 
there  were  people  constantly  employed  who  did  not  realize  that  cour- 
tesy is  the  cheapest  and  at  the  same  time  the  most  valuable  commodity 
in  the  world.  It  was  not  the  character  of  the  service  that  that  com- 
pany rendered,  but  it  was  the  fact  that  its  employees  did  not  deal 
with  the  unreasoning  public  in  the  way  and  in  the  mode  adapted  to 
that  kind  of  a  case;  and  I  say  again  that  if  I  ran  my  business  on  the 
same  basis  that  the  utility  ran  its  business — and  it  has  not  any  more 
customers  in  that  town  than  I  have — I  would  have  gone  broke.  The 
only  reason  the  utility  did  not  go  broke  was  because  they  had  a 
monopoly  of  the  utility  business  in  that  town  and  they  proceeded  on 
that  basis.  So  I  am  more  than  delighted  to  hear  Mr.  Aylesworth 
outline  the  publicity  campaign,  which  is  good  as  far  as  it  goes,  but 
which  will  not  be  complete — not  to  use  the  words  "  futile  and  useless," 
unless  it  supplements  that  by  the  most  careful  education  of  the  em- 
ployes of  public  utilities  to  make  them  understand  that  the  public  by 
and  large  is  unreasoning  and  unreasonable,  and  must  be  dealt  with  on 
that  basis,  and  with  the  expectation  that  people  will  be  unreasonable 
and  unreasoning.  And  I  in  my  capacity  as  a  citizen  am  no  different 
from  the  rest  of  the  public  in  that  respect;  because  I,  like  the  rest 
of  you,  have  my  unreasonable  moods ;  and  when  I  am  not  feeling  good 
and  raise  the  devil  with  the  waiter  in  a  dining  room — which  in  a 
sense  is  a  public  utility — or  with  a  street  car  conductor,  or  perhaps  have 
an  argument  with  the  street  car  conductor,  I  realize  afterward,  and 
perhaps  at  the  time,  that  I  was  unreasonable,  but  I  was  not  feeling 
very  good,  and  I  was  cross  anyhow,  and  I  took  it  out  on  the  handiest 
fellow  there  was,  who  happened  to  be  a  public  service  corporation 
employee.  That  is  the  mood  of  the  public ;  and  before  the  public  utili- 
ties are  thoroughly  successful  and  thoroughly  understood,  they  must 
get  the  psychology  of  the  mass  of  their  customers  with  whom  they  do 
business ;  and  I  shall  be  very  glad,  in  the  discussion  of  this  subject,  to 
listen  to  some  enlargement  of  that  particular  phase.  (Applause.) 

Chairman  BURR — Mr.  Lewis,  of  Indiana,  as  you  have  only  a  few 
minutes  more  I  think  we  had  better  hear  from  you  before  you  go. 
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Mr.  E.  I.  LEWIS,  of  Indiana — Mr.  Chairman,  I  am  impressed  by 
the  fact  that  I  am  speaking  too  much.  I  expect  I  am  called  on  in 
these  'round  table  discussions  for  the  reason  that  I  was  one  of  those 
who  were  insistent  that  we  discuss  these  trade  matters  and  do  a  little 
shop  talking.  I  was  impressed  with  the  fact  that  among  all  the  sub- 
jects that  of  public  relations  was  the  paramount  one.  I;  have  been 
particularly  impressed  with  the  thought  that  Mr.  Reed  has  advanced. 
He  and  I  come  out  of  the  same  background, 'and  we  may  lay  undue 
emphasis  on  a  full  understanding  of  the  public  and  courteous  rela- 
tions with  the  public,  because  we  have  always  had  to  deal  with  public 
psychology ;  and  when  I  went  into  this  work  the  thing  that  struck  me 
in  the  face  always  was  the  fact  that  the  public  psychology  had  not  been 
included  in  the  curriculum  of  the  ordinary  public  utility  operator.  I 
have  in  mind  a  city  that  has  an  extraordinary  utility.  It  sells  its  com- 
modities cheaper  than  any  city  of  like  size  in  the  world.  Still  it  is 
the  most  unpopular  utility  in  that  city.  That  arises  very  largely,  if  not 
entirely,  out  of  the  fact  that  while  they  have  a  very  exemplary  and 
able  executive,  he  has  no  conception  of  public  relationships.  The  re- 
sult is  that  we  have  a  great  deal  of  trouble  with  that  utility.  All  of 
us  commissioners  know  that  where  there  are  two  towns  lying  side  by 
side,  with  two  utilities,  electric  or  gas,  if  we  have  a  petition  for  an  in- 
creased rate  in  one  town  we  spend  three  days  in  one  town  adjusting 
the  trouble  and  in  the  other  town  an  hour.  The  town  in  which  we 
spend  three  days  generally  gets  a  lower  rate  than  the  town  in  which 
we  spend  an  hour.  The  sum  total  of  it  is  that  one  community  has 
the  beneficent  effect  of  a  good  public  relations  man  and  the  other 
has  in  charge  of  its  public  utility  possibly  a  very  dogmatic  and  unde- 
sirable individual.  But  I  Want  to  pass  from  that  because  I  want  to 
limit  my  talk  to  three  or  four  minutes. 

My  analysis  of  this  whole  situation  is  that  there  are  two  founda- 
tions for  public  relations.  The  first  and  most  essential  probably  is 
service,  but  I  do  not  believe  it  is  to  be  stressed  to  any  greater  extent 
than  the  other,  which  is  a  full  understanding  of  the  community  and 
the  utility. 

I  particularly  am  interested  in  the  program  which  you  gentlemen 
have  laid  out,  as  outlined  by  Mr.  Aylesworth.  I  think  it  is  highly 
desirable  now  that  the  country  get  an  understanding  of  what  the  utility 
is,  how  absolutely  dependent  the  modern  city  is  on  its  water  and  elec- 
tric light  and  transportation  and  other1  utilities.  Secondly,  to  get  the 
public  to  understand  that  public  utilities  are  not  owned  by  Wall  Street. 
That  bugaboo  is  still  with  us.  If  we  can  get  them  to  understand,  as 
the  Pennsylvania  Railroad  has  got  the  public  to  understand,  that  there 
is  a  diversified  ownership  spread  over  the  country,  that  everybody  is 
interested  in  the  welfare  of  the  utility,  aside  from  service,  we  shall 
have  accomplished  a  good  deal. 

I  am  particularly  interested  in  what  Mr.  Aylesworth  has  outlined  in 
bringing  it  home  to  the  people  that  our  banking  institutions  will  be 
seriously  affected  if  our  public  utilities  are  not  properly  attended  to, 
that  the  insurance  companies  and  the  small  investing  bankers  and  all 
that  are  vitally  interested  in  the  relation  of  the  public  utilities  to  the 
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public  and  the  relation  of  the  public  toward  those  institutions,  toward 
the  public  utilities  themselves.  It  is  an  important  work. 

But  I  have  another  idea,  that  we  have  worked  out  fairly  success- 
fully. I  believe  in  all  States  we  have  a  certain  reaction  to  public 
utility  regulation,  but  I  believe  that  in  our  State  they  have  possibly 
a  minimum  of  that.  It  has  been  our  policy  to  establish  an  understand- 
ing between  the  three  elements  that  are  interested,  or  are  chiefly  con- 
cerned, the  Commission' and  the  utility  and  the  municipality.  As  pub- 
lic utility  commissioners  we  sit  down  with  our  public  utility  operators 
and  talk  very  frankly  with  them  about  their  properties.  They  bring 
to  us  their  troubles  ahead  of  formal  complaints,  and  we  straighten 
out  many  things  with  them.  On  the  other  hand,  there  are  times  when 
the  Public  Utility  Commission  finds  it  very  desirable  to  have  a  talk 
with  the  public  utilities  themselves,  and  they  have  finally  come  to  un- 
derstand that  we  realize  that  their  problems  are  our  problems,  and  we 
fully  appreciate  the  fact  that  the  public  welfare  depends  on  intelligent 
handling.  That  is  one  interesting  feature.  The  other  side  is  that  we 
have  gained  the  confidence  of  the  municipalities,  the  mayors  and  the 
city  attorneys.  We  invite  them  in  and  we  have  talks  with  them,  and 
they  have  got  an  understanding  of  something  of  the  relation  of  the 
commodity  to  the  price  rate.  With  that  understanding  we  accomplish 
a  great  many  things  that  we  could  not  have  accomplished  otherwise, 
and  also  when  the  matter  of  rates  is  up  we  are  able  to  meet  with 
less  antagonism  than  formerly  existed. 

My  time  is  up.  I  want  to  congratulate  you,  gentlemen,  on  the 
step  you  are  taking  in  the  matter  of  public  information,  and  I  want 
to  suggest  this  idea  for  earnest  consideration.  As  the  one  who  is  the 
sponsor  of  the  idea  of  the  'round  table  conferences,  it  seems  to  me 
that  these  conferences  will  fail  of  complete  success  unless  they  are 
attended  by  representatives  of  the  public  utilities  service,  and  that  if 
they  meet  with  us  our  conferences  will  be  far  more  successful  and 
beneficial  in  their  results ;  and  I  think  we  have  made  a  step  in  advance 
when  we  have  invited  you  gentlemen  here  into  our  conference.  If 
we  do  it  every  year  I  think  it  will  be  a  fine  thing.  I  am  coming  to 
your  national  convention  next  year.  I  have  an  invitation  to  deliver 
an  address  on  behalf  of  the  public  service  commissions.  Therefore 
I  want  to  say  in  closing  that  I  hail  this  as  the  dawn  of  a  better  day  of 
understanding.  (Applause.) 

Chairman  BURR — Mr.  Lewis,  I  have  made  several  jibes  at  you, 
about  you  being  the  father  of  the  subject  under  discussion  here.  It 
has  all  been  in  good  nature,  and  I  am  sure  we  have  profited  by  your 
suggestions  that  we  make  these  subjects  a  part  of  the  program.  I 
believe  when  we  meet  another  year,  if  the  Executive  Committee 
should  get  up  a.  similar  program,  we  will  all  understand  it  better  and 
perhaps  come  here  better  prepared  to  help  each  other  handle  the 
subject. 

Mr.  LEWIS  of  Indiana — I  hope  the  new  Executive  Committee  will 
give  careful  consideration  to  the  matter  of  continuing  the  idea  of  the 
'round  table  sessions,  and  of  impressing  on  this  association  that  these 
'round  table  discussions  are  an  essential  and  integral  part  of  the 
sessions  of  the  convention.  This  morning  we  adjourned  our  national 
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convention  until  tomorrow  morning,  but  as  a  matter  of  fact  we  really 
adjourned  until  two  o'clock  this  afternoon,  and  until  this  'round  table 
session ;  and  it  seems  to  me  these  'round  table  sessions  will  not  get 
their  proper  place  unless  we  have  them  recognized  as  a  part  of  our 
national  convention  sessions. 

Chairman  BURR — We  have  half  an  hour  left.  There  are  three 
representatives  of  the  utilities  here.  Is  it  your  pleasure  that  we  call 
on  each  of  these  gentlemen  for  a  short  talk  before  the  general  dis- 
cussion comes  in,  or  shall  we  open  up  and  hear  from  them  later? 
What  is  your  pleasure?  .  . 

Mr.  FRANK  H.  FUNK  of  Illinois — I  suggest  that  Mr.  Aylesworth 
have  the  time,  and  call  upon  these  men,  and  if  there  is  any  time  left, 
then  it  may  be  devoted  to  the  general  discussion. 

Chairman  BURR — In  view  of  the  shortness  of  the  time  left,  the 
Chair  suggests  that  Mr.  Mitchell,  Mr.  Bradley  and  Mr.  Young  confine 
their  remarks  to  three  or  four  minutes  each  in  order  that  there  may 
be  some  time  left  for  general  discussion. 

Mr.  M.  H.  AYLESWORTH  (National  Electric  Light  Association) — 
These  men  are  here  simply  to  offer  their  cooperation,  and  to  let  this 
body  know  that  we  want  to  give  the  service  that  Mr.  Lewis  and  Mr. 
Reed  have  talked  about. 

Chairman  BURR — I  will  leave  it  to  you,  Mr.  Aylesworth,  whom  to 
call  upon. 

Mr.  AYLESWORTH — Mr.  Mitchell  suggests  that  he  would  like  to 
have  the  discussion  carried  on  by  the  Commissioners.  I  am  sure  the 
convention  would  like  to  hear  from  him  for  two  or  three  minutes. 

Mr.  MITCHELL — Mr.  Chairman  and  gentlemen,  I  am  more  and  more 
impressed  every  day  with  the  tremendousness  of  the  problem  which 
we  have  here.  I  say  it  is  tremendous,  because  it  is  very  exacting  as  to 
the  character  of  the  service,  and  also  on  account  of  the  magnitude 
of  it,  and  the  fact  that  it  is  growing  more  rapidly  than  any  other 
industry  in  the  United  States.  And  further,  there  is  no  industry  that 
is  as  important  to  the  public  as  the  public  service.  No  factory  can 
run  and  no  home  can  get  along  without  it.  There  is  a  great  deal  that 
I  might  say,  that  I  would  like  to  say,  but  we  have  not  time  to  talk  very 
much  about  it,  and  therefore  I  will  only  hit  the  high  spots,  and  refer 
to  a  few  things  that  seem  to  me  to  be  important  to  the  Commissioners 
representing  the  people  of  the  respective  States,  and  important  from 
our  standpoint  because,  as  I  see  it,  the  ship  of  state  is  operated  for  the 
benefit  of  all  the  people  through  their  public  agencies,  to  wit,  the 
public  service  commissions,  and  if  I  may  refer  to  the  public  service 
commissions  as  the  captains  of  the  ship,  we  are  the  mates  and  the 
deck  hands  who  do  the  work.  We  have  very  important  duties  to 
perform,  and  we  have  great  responsibilities  that  go  with  it,  but  in  the 
last  word  it  is  the  captain  who  is  always  responsible  for  the  conduct  of 
the  shin  and  for  the  safety  of  its  business.  All  we  can  do  is  to  give 
as  nearly  as  is  humanly  possible  100  per  cent,  of  the  best  that  there 
is  in  us  in  the  way  of  loyalty  and  efficiency.  We  have  very  decided 
limitations  as  to  what  we  can  do  in  that  respect,  because  we  started 
out  in  this  business  as  a  private  business,  and  the  laws  have  been  so 
changed  that  it  is  no  longer  a  private  business,  but  it  is  a  public 
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business,  and  where  our  authority  ends  then  comes  the  authority  of 
the  people  represented  by  the  Commissions;  and  the  Commissions 
themselves  are  in  turn  limited  by  the  statutory  powers  that  are  given 
them,  and  unfortunately  they  are  made  too  small  in  most  instances. 
They  are  not  authorized  to  do  the  things  that  their  experience  tells 
them  ought  to  be  done.  It  is  difficult  to  get  the  laws  changed,  because 
the  people  do  not  understand  the  reasons  for  the  recommendations 
made  by  the  commission.  My  experience  has  been  that  the  American 
public,  by  and  large,  are  honest,  that  the  majority  of  the  public  are 
fairly  intelligent  about  most  of  these  things,  and  all  of  them  are  if 
they  study  enough  and  take  time  to  it,  but  they  do  not  understand 
these  things,  and  they  do  not  take  the  time  to  dig  into  them,  and  where 
there  are  differences  of  opinion  it  is  a  difference  of  understanding  of 
the  facts,  and  if  they  do  not  agree  on  the  facts,  we  cannot  expect 
them  to  agree  on  conclusions.  Therefore  I  am  very  much  pleased 
with  the  expressions  that  have  been  had  here  today  towards  educating 
the  public,  so  that  the  public  will  understand  that  this  is  not  a  private 
business  any  more,  that  public  utilities  are  just  as  much  a  public 
business  as  running  the  official  business  of  the  state  or  the  county  or 
the  municipality,  and  the  captain  of  the  ship  is  acting  under  the  limited 
powers  of  the  Commission,  and  we,  the  crew  of  the  ship,  are  doing 
the  best  we  can  to  carry  out  the  orders  of  the  captain.  We  have 
found  that  the  present  laws  do  not  fit  the  situation.  That  is  the 
trouble  with  a  great  deal  of  it.  I  mean  that  is  the  difficulty  in  rendering 
better  service  and  more  service,  because  under  the  law  and  the  con- 
ditions, and  under  the  misunderstanding  of  a  good  many  of  these  things 
that  the  people  have,  we  are  not  free  agents  to  get  the  money  to  do 
what  the  Commissions  would  like  to  have  us  do  and  what  we  would 
be  glad  to  do  for  the  Commissions  if  we  could  only  get  the  money 
to  carry  it  out. 

Referring  again  to  the  tremendousness  of  this  problem,  I  want  to 
tell  you  gentlemen,  I  have  been  in  this  business  for  thirty-five  years, 
and  every  year  or  so  I  have  changed  my  mind  about  what  kind  of  a 
financial  plan  we  ought  to  lay  out  to  raise  money  to  take  care  of  the 
growth  of  the  communities,  and  what  power  we  ought  to  have  in  order 
to  accomplish  that.  Now  they  say  a  man  has  not  much  sense  if  he  does 
not  learn  from  experience ;  but  notwithstanding  the  constant  changes, 
I  want  to  tell  you  that  I  have  never  yet  laid  out  the  foundation  of  a 
financial  plan  for  enough  money  to  take  care  of  the  growth  of  the 
community  if  the  business  was  pushed  in  a  large  way,  if  the  demands 
existing  were  taken  care  of  as  they  should  be.  I  have  never  had  a 
financial  foundation  big  enough  to  provide  the  money.  There  is 
constantly  a  shortage  of  power,  and  constantly  a  shortage  of  money. 
Now  since  the  war  has  come  along  we  have  found  out  that  we  can  get 
a  pound  and  a  half  or  two  pounds  of  coal  to  do  what  six  or  seven 
or  eight  pounds  used  to  do,  and  why  does  not  everybody  do  that? 
There  is  a  very  good  reason  why  they  do  not  do  it.  It  comes  right 
back  to  the  thing  I  spoke  of  before.  If  the  laws  do  not  fit  the  public 
understanding  of  the  thing,  it  does  not  work  out,  and  when  you  try  to 
get  rates  that  will  give  you  money  they  think  there  is  something 
funny  or  crooked  about  it,  and  you  do  not  get  it,  and  the  franchise 
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conditions  are  so  bad  that  people  say,  "  Well,  there  is  no  basis  for 
credit  on  a  title  of  that  kind."  They  have  limited  franchises  to  a 
short  term,  ten  years,  twenty  years,  thirty  years  and  so  on.  There 
was  never  anything  so  fallacious  as  that  in  the  world.  The  man 
is  not  living  and  never  will,  I  think,  who  can  forecast  what  the  con- 
ditions are  going  to  be  in  twenty,  thirty,  forty  or  fifty  years  from 
now  or  ten  years  or  five  years  from  now.  That  is  one  of  the  good 
things  about  a  commission.  If  industrial  and  economic  conditions 
change,  the  commission  can  change  the  rules  of  the  game,  not  in  ten 
or  twenty  years,  but  in  twenty  minutes  if  they  want  to,  and  conse- 
quently under  the  new  idea  of  public  business  this  thing  of  having 
short  franchises  and  re-franchising  every  few  years  is  nonsense. 
Let  me  tell  you  what  effect  it  has  on  the  investor.  If  you  went  out 
to  ask  somebody  or  other  to  put  a  million  dollars  on  this  building 
on  a  twenty-year  ground  lease,  and  you  had  to  rely  on  the  fairness 
of  somebody  to  give  you  a  new  ground  lease  at  the  end  of  that  time, 
and  then  if  you  went  out  and  tried  to  sell  that  to  some  administrator 
of  an  estate  for  orphan  children  or  for  a  charitable  institution,  I 
would  like  you  to  see  whether  you  would  do  it  or  not.  The  admin- 
istrator of  the  estate  would  probably  say,  "  Well,  I  will  not  invest  the 
money  of  these  minor  children  without  getting  an  order  of  the  court." 
If  he  should  go  to  the  court  and  say,  "  Your  Honor,  I  want  permis- 
sion to  invest  the  money  of  these  orphan  children  in  a  mortgage  on  a 
short-time  ground  lease,  with  no  means  of  amortizing  the  investment, 
and  I  have  got  to  take  my  chances  on  getting  a  new  lease  at  the  end 
of  that  time,  on  the  other  fellow's  terms,  because  my  building  is  there 
and  I  cannot  move  it.  I  want  to  see  if  your  Honor  will  authorize 
such  an  investment."  He  probably  would  get  fined  for  contempt  or 
kicked  out  of  court.  If  he  invested  in  it  without  getting  an  order  of 
the  court,  and  the  investment  went  wrong,  a  jury  would  say  that  was 
an  improvident  use  of  his  trustee  power,  and  would  make  him  pay  it. 

That  is  one  of  the  difficulties  we  have  in  raising  money  under 
franchises  that  are  relics  of  past  ages.  If  you  had  some  kind  of 
authority  so  that  the  Commission  could  regulate  that,  and  cut  out  the 
idea  of  amortization,  cut  out  the  uncertainty  of  tenure  of  these  things, 
it  would  make  money  less  costly  and  less  difficult  to  get.  Now  it  is 
more  costly  and  more  difficult  and  in  many  cases  impossible  to  get. 
Further  than  that,  whenever  you  have  a  short-time  franchise,  which 
necessitates  frequent  refranchising,  you  have  got  to  pay  five  to  ten 
points  to  the  distributors  for  selling  the  securities,  and  that  has  all 
got  to  come  out  of  the  public.  In  some  States  of  the  Union  it  costs  two 
to  five  per  cent,  more  to  get  money  than  in  other  States,  just  for 
reasons  of  that  kind. 

The  other  thing  I  want  to  speak  about,  gentlemen,  is  the  inadequacy 
of  State  laws  which  handicap  you  in  raising  money  in  other  respects. 
We  hear  people  talk  about  interest  on  bonds.  We  hear  people  talk 
about  a  return  sufficient  to  pay  the  interest  on  borrowed  money.  I 
want  to  tell  you  that  I  lose  my  temper  when  I  hear  anything  of  that 
kind,  it  is  so  asinine,  it  is  so  far  away  from  the  truth.  It  is  a  very 
careless  wording,  and  it  shows  such  a  wrong  understanding  of  the 
situation.  Further  than  that,  it  makes  it  so  much  more  difficult  to 
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establish  a  proper  relation  between  the  companies  and  the  public  and 
between  the  commission  and  the  public.  I  think  we  ought  not  only 
not  to  indulge  in  it  ourselves  inadvertently,  but  not  to  stand  for  it. 
To  make  myself  clear,  if  you  go  to  the  savings  bank  in  your  home 
town  and  want  to  borrow  $20,000  to  put  up  a  building,  the  savings 
bank  will  say  to  you,  "If  you  will  put  up  40  per  cent,  or  50  per  cent., 
we  will  loan  you  the  balance  on  bonds."  Now  a  fair  return  on  that 
building  is  not  interest  on  the  bonds,  but  a  fair  return  on  the  total 
money  that  has  gone  into  it,  and  you  cannot  get  the  senior  money  unless 
you  have  first  the  junior  money.  It  seems  to  me  it  would  be  more 
helpful  to  have  a  better  understanding  of  the  facts  about  this  matter. 
I  can  tell  you  I  know  it  would  be  from  the  banking  standpoint,  because 
my  job  has  been  to  get  the  money  for  these  companies,  and  I  have 
succeeded  to  the  extent  of  getting  something  over  100,000  people  to 
put  their  money  into  this  service.  Further  than  that,  they  did  not 
know  it  at  the  time,  but  they  are  waking  up  to  the  fact  that  money  put 
into  these  enterprises  is  irrevocably  devoted  to  public  use,  for  they 
cannot  get  it  out,  because  it  is  unthinkable  to  stop  the  business.  It 
makes  it  difficult  for  me  to  get  the  junior  money  when  talk  of  the 
kind  that  I  have  referred  to  comes  out,  because  they  say  the  Com- 
missions are  looking  out  for  the  interest  on  the  bonds,  but  what  about 
us  fellows  who  buy  the  common  stock  and  the  preferred  stock?  You 
can  get  60  or  70  per  cent,  possibly  on  bonds,  but  the  other  30  or  40 
per  cent,  you  must  get  in  junior  stuff,  preferred  stock  and  common 
stock  or  both.  Gentlemen,  it  is  like  jumping  across  a  ditch  ten  feet 
wide.  If  you  can  jump  six  feet  and  do  not  jump  the  remaining  four 
feet  of  the  ditch,  you  might  just  as  well  not  jump  at  all,  and  there  is 
the  difficulty  these  companies  have  to  carry  out  the  orders  of  the 
Commission,  and  to  serve  the  public. 

And  I  want  to  tell  you  that  there  is  a  terrible  shortage  of  power 
everywhere  throughout  the  United  States.  I  cannot  name  a  single 
place  where  there  is  surplus  power.  I  can  name  every  company  in  the 
United  States  as  an  illustration  where  there  is  a  shortage  in  power. 
It  is  not  because  they  cannot  sell  the  bonds,  but  because  they  cannot 
get  the  junior  investment  to  go  with  it,  and  one  of  the  reasons  they 
cannot  get  it  is  because  of  the  talk  about  interest  on  bonds  and  on 
borrowed  money.  We  ought  to  take  the  return  on  the  investment. 

Now  one  more  thing  and  I  will  quit.  What  would  you  think  of  a 
law  that  said  if  you  could  not  get  $3  a  bushel  for  wheat  it  would  be  a 
crime  to  sell  it  for  less  than  $3?  What  would  you  think  of  a  law 
that  said  if  you  could  not  get  30  cents  a  pound  for  cotton  you  could 
not  sell  it  for  any  less,  and  that  the  fellow  paying  less  than  30  cents 
would  have  no  title  to'  it,  that  the  sale  was  absolutely  void  ab  initio? 
Anybody  who  would  talk  like  that  about  wheat  or  corn  or  potatoes 
or  cotton  would  be  called  a  crazy  man,  and  you  would  say  he  ought  to 
be  put  in  a  lunatic  asylum.  Yet  when  you  come  down  to  the  corpora- 
tion laws  of  this  country  you  have  got  exactly  that  situation.  These 
laws  say  that  your  securities  must  be  sold  at  not  less  than  par.  There 
are  only  two  or  three  States  that  make  an  exception  to  that.  It  is 
against  the  law  to  sell  them  at  less  than  par.  They  cannot  be  sold  at 
par.  If  you  sell  them  at  less  than  par  you  are  law-breakers.  What 
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sense  is  there  in  a  thing  of  that  kind?  Where  is  there  any  public 
benefit  from  it?  Why  have  such  an  antiquated  law?  How  are  you 
going  to  finance  your  utilities?  Consult  your  lawyer.  He  may  know 
some  legal  substitute  to  get  around  it,  he  may  know  how  to  get  around 
a  law  which,  when  he  gets  real  frank  he  says  puts  a  premium  on  lying. 
I  do  not  think  that  is  a  very  nice  principle  on  which  to  carry  on  the 
public  business.  No  doubt  there  are  ways  out  of  it,  but  I  tell  you 
gentlemen  we  have  inherited  all  kinds  of  antediluvian  notions  and 
ideas,  and  we  have  got  laws  that  remind  us  of  the  days  of  the  cave 
man.  If  we  are  going  to  get  money  and  get  it  cheaply  and  get  plenty 
of  it,  and  get  it  when  we  want  it,  we  have  got  to  change  a  lot  of  these 
antiquated  things  in  reference  to  franchises,  and  in  reference  to  par 
values  and  things  of  that  kind,  and  we  want  to  get  away  from  talking 
about  interest  on  borrowed  money,  and  get  down  to  talk  about  return 
on  investment.  The  trouble  today  is  the  lack  of  confidence,  and  you 
cannot  blame  an  investor  for  a  lack  of  confidence  when  the  only  thing 
we  talk  about  is  paying  the  mortgage  man  and  giving  nothing  to  the 
junior  investor. 

We  are  crowding  the  question  of  selling  the  stock  of  our  companies 
to  our  customers,  to  the  people  who  use  what  we  produce.  I  happen 
to  have  one  company  in  mind  which  started  in  three  months  ago  in  a. 
campaign  of  that  kind.  There  are  over  3,000  shareholders  now,  and 
it  is  interesting  to  know  that  the  average  holding  is  only  about  $300 
apiece.  And  they  are  the  users  of  the  business.  I  want  to  educate  them. 
I  want  them  to  take  an  interest  in  it  and  find  out  about  it.  If  they  put 
their  money  in  it,  they  will  find  out  about  it.  If  they  understand  the 
property,  they  will  be  in  a  more  receptive  frame  of  mind,  to  work 
with  the  commissions  and  also  will  appreciate  the  conditions  that  the 
company  is  up  against.  We  are  today  equivalent  to  a  governmental 
agency.  The  only  difference  between  us  and  the  county  or  the  city  is 
this,  that  in  the  case  of  the  county  and  the  city  hall  and  the  city  water 
works,  the  people  who  use  the  things  that  they  furnish  dig  into  their 
pockets  and  produce  the  money,  but  it  is  run  at  the  cost  of  service. 
In  our  business  they  hire  the  money.  Gentlemen,  if  you  live  in  a  house 
or  ride  in  an  automobile,  what  is  it  that  counts  ?  It  is  control  and  en- 
joyment. You  do  not  care  a  hang  who  has  the  title.  You  have  just 
as  much  fun  whether  Jones  has  the  title  or  you  have  it.  You  pay  it 
one  way  or  the  other,  either  as  interest  on  the  investment  or  rent. 

Chairman  BURR — There  are  only  ten  minutes  left,  and  I  think  that 
time  ought  to  be  devoted  to  discussion  from  the  floor  by  the  members 
of  the  Association. 

Mr.  AYLESWORTH — Mr.  Chairman,  we  are  very  much  obliged  to 
you,  and  we  should  like  to  hear  from  the  Commissioners. 

Mr.  WILLIAM  C.  BLISS,  of  Rhode  Island — Mr.  Chairman,  I  think 
there  is  one  feature  of  the  public  relation  that  has  perhaps  come  more 
and  more  to  the  front,  and  something  that  has  not  been  specifically 
covered  by  the  speakers  for  the  utilities.  That  is  the  duty  of  the  bank- 
ers not  only  to  make  themselves  heard  in  the  matter  of  publicity,  but  to 
appear  before  the  Public  Service  Commissions  in  these  rate  proceed- 
ings, and  present  broadly  the  general  interest  of  the  community  in 
the  security  of  the  investment  in  public  utility  properties,  an  invest- 
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ment  which  has  been  largely  made  through  the  recommendation  of 
these  bankers  and  trust  companies  for  their  clients  for  whom  they  are 
trustees.  I  believe  that  upon  that  class  of  people  who  not  so  long  ago 
were  recommending  investment  in  public  utility  securities  there  de- 
volves the  duty  to  stand  up  publicly  and  say  to  the  public  that  the 
security  of  that  investment  should  be  preserved.  The  public  utility 
companies  themselves  are  not  in  good  odor.  Perhaps  it  is  not  their 
fault,  but  it  is  hard  work  to  live  down  the  record  of  the  notorious 
manipulation  of  public  utilities  that  all  of  us  as  boys  grew  up  with 
and  had  firmly  impressed  on  our  minds.  It  took  me  a  long  time  to 
live  down  that  prejudice,  and  yet  I  tried  to  approach  the  subject  in  as 
fair  a  state  of  mind  as  I  could.  It  is  not  surprising  that  to  the  great 
mass  of  the  public  who  have  made  no  study  of  the  situation  the  public 
utility  enterprises  themselves  should  stand  so  badly  as  they  do  in  the 
public  opinion.  The  public  utilities  themselves  have  tried  to  present 
the  necessity  of  the  security  of  these  investments  and  to  make  the 
public  understand  that,  but  the  public  do  not  want  to  hear  from  them. 
They  say,  "  You  are  prejudiced."  But  the  banker,  the  substantial 
man  in  the  community  can  stand  out  in  these  public  utility  rate  pro- 
ceedings and  he  can  carry  a  weight  and  an  influence  upon  public 
opinion  that  will  lead  the  independent  part  of  the  public  to  believe 
that  there  is  justice  in  the  security  of  these  investments  and  that  the 
highest  degree  of  public  interest  is  involved  in  making  these  invest- 
ments secure.  It  is  all  that  stands  between  us  and  Socialism.  The 
whole  trend  toward  municipal  ownership  is  dependent  solely  upon  the 
failure  to  properly  safeguard  the  investment  that  is  honestly  made  in 
these  public  utilities,  and  if  that  investment  is  not  safeguarded,  then 
the  absolute  destruction  of  the  credit  of  the  public  utilities  follows, 
and  that  is  what  we  are  facing  today,  the  most  serious  feature  of  the 
present  situation,  and  beyond  that  there  is  nothing  except  public 
ownership,  and  the  trend  is  directly  in  the  direction  of  Socialism. 
So  I  say  to  you  that  I  believe  the  most  important  thing  to  uphold  the 
hands  of  the  public  utility  commissions,  which  are  falling  somewhat 
into  the  public  disfavor  of  public  utilities  themselves,  is  for  these 
college  presidents,  these  heads  of  banks  and  trust  companies  and  insur- 
ance companies  to  make  themselves  heard  as  witnesses,  and  to  show 
a  proper  interest  in  these  proceedings  before  public  utility  commissions. 

Mr.  CARL  D.  JACKSON,  of  Wisconsin — Mr.  Chairman,  I  have  heard 
Mr.  Mitchell  talk,  and  I  have  had  the  pleasure  of  talking  with  Mr. 
Mitchell  many  times  before.  With  Mr.  Mitchell  it  is  not  a  matter 
of  theory,  it  is  a  question  of  actually  raising  money,  and  you  probably 
are  well  aware  that  he  is  the  largest  financier  of  public  utilities  in  the 
United  States,  to  the  largest  amount,  running  into  hundreds  of  millions 
of  dollars. 

We  have  a  situation  in  Wisconsin  today  which  is  causing  us  more 
trouble  than  anything  that  we  have  had  in  the  Commission  for  a  long 
while.  It  arose  out  of  an  application  for  the  issuance  of  securities. 
The  securities  were  absolutely  as  sound  as  any  could  be,  among  the 
best  public  utility  securities  in  the  United  States.  Yet  those  securi- 
ties had  to  be  issued  at  a  very  high  rate  of  interest  for  a  long  term  of 


PROCEEDINGS  OF  THE  THIRTY-SECOND  ANNUAL  CONVENTION        211 

years,  placing  a  burden  upon  the  future  welfare  of  the  utility  itself, 
which  was  a  burden  upon  the  community. 

They  were  sold,  but  there  was  no  provision  perhaps  for  the  adequate 
sale  of  the  junior  securities,  which  make  the  underlying  securities  so 
desirable,  and  ought  to  make  them  sell  at  a  very  low  rate  of  interest, 
and  great  benefit  for  the  public.  We  have  a  Committee  on  Capitaliza- 
tion and  Intercompany  Relations,  and  things  of  that  sort.  Is  it  not 
possible  that  some  study  of  that  subject  can  be  made?  Because  we  can 
talk  all  we  please  about  regulation,  gentlemen,  but  you  cannot  regulate 
something  that  you  do  not  get,  and  if  regulation  is  going  to  be  a 
success,  or  if  you  are  going  to  get  good  public  service  and  give  good 
public  service  to  the  public,  you  have  got  to  get  the  people  to  put  money 
into  the  securities  which  will  build  the  properties  to  render  that  ser- 
vice ;  and  the  greatest  problem  which  most  utilities  are  facing  today 
is  not  on  account  of  the  financial  earnings,  I  think  the  Commissions 
have  taken  care  of  the  earnings  of  the  companies  as  a  whole,  and  I  do 
not  think  there  is  any  question  about  that.  It!  is  the  actual  question 
of  financing  and  getting  the  public  to  understand  that  the  really  safest 
securities  there  are  in  the  United  States  are  the  well  managed  utilities 
which  are  rendering  good  public  service  in  the  public  interest.  I  think 
it  would  be  beneficial  to  our  organization  to  have  some  of  our  people 
make  a  study  of  that  situation  in  order  that  we  can  perhaps  get  a  more 
systematic  method  and  a  more  co-ordinate  way  of  handling  the  financ- 
ing of  our  public  utilities  for  the  public  benefit  in  general. 

Chairman  BURR — Only  a  few  minutes  remain.  I  think  we  have 
said  about  all  we  can  to  clear  up  this  subject,  in  view  of  the  limitations 
of  time,  and  I  am  now  going  to  turn  this  meeting  over  to  Chairman 
Clark. 

I  want  to  say  on  behalf  of  the  Association  that  we  thank  Mr. 
Aylesworth  and  his  associates  for  their  presence  here,  and  we  hope 
that  some  good  will  come  of  this  discussion.  For  my  part  I  feel  that 
I  have  got  good  out  of  this  meeting. 

We  were  here  just  after  the  armistice  was  signed,  two  years  ago, 
but  I  think  this  is  the  first  occasion  when  we  have  had  an  opportunity 
to  be  present  here  to  participate  in  the  celebration  of  that  occasion.  A 
program  has  been  prepared  by  Commissioner  Aitchison  and  his  asso- 
ciates of  the  Interstate  Commerce  Commission,  which  program  I  am 
sure  we  will  enjoy,  and  I  hope  you  will  all  remain. 

At  this  point  we  will  turn  the  matter  over  to  Chairman  Clark  to  take 
charge  of  it. 

ARMISTICE  DAY. 

Chairman  EDWARD  E.  CLARK,  of  the  Interstate  Commerce  Com- 
mission— This  is  the  second  anniversary  of  the  signing  of  the  armistice, 
which  brought  to  an  end  the  hostilities  in  the  great  world  war. 

It  has  been  the  custom  of  the  employees  of  the  Commission  to  give 
some  observance  to  this  day,  and  it  happens  that  now  it  falls  at  a 
time  when  the  convention  of  the  Association  of  Railway  and  Public 
Utility  Commissioners  is  in  session.  We  are  extremely  glad  to  have 
you  join  with  us  in  our  modest  ceremony. 

When  the  war  broke  out  the  employees  of  the  Interstate  Commerce 
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Commission  evinced  as  much  patriotism  as  any  like  number  of  citizens. 
Numerous  of  our  employees  went  to  the  front  and  some  of  them  did 
not  come  back.  We  recently  unveiled  a  tablet  to  the  memory  of  those 
who  failed  to  return,  and  we  are  glad  to  join  with  our  employees  in 
their  earnest  effort  to  keep  them  in  mind. 

We  will  be  favored  first  with  a  selection  by  the  Glee  Club  or  chorus 
which  Commissioner  Aitchison  has  organized. 

[The  chorus,  led  by  Commissioner  Aitchison,  sang  the  Recessional.] 

Chairman  CLARK — We  shall  now  have  the  pleasure  of  listening  to 
an  address  by  Hon.  Alexander  Forward  of  the  Virginia  Commission. 
I  have  the  pleasure  of  introducing  him,  although  he  needs  no  introduc- 
tion to  most  of  us.  (Applause.) 

Mr.  ALEXANDER  FORWARD,  of  Virginia — Mr.  Chairman,  ladies  and 
gentlemen,  of  course  the  memory  of  the  day,  two  years  ago,  when  the 
armistice  was  signed  on  the  western  front  in  France,  necessarily  brings 
varying  reminders.  I  can  imagine  the  scene  in  this  building.  I  can 
imagine  the  excitement  and  the  joy  and  the  handshaking  and  the  bub- 
bling enthusiasm  over  the  ending  of  the  war.  To  others  the  recollec- 
tion of  armistice  day  means  the  memory  of  men  jumping  outs  of  the 
trenches  and  throwing  their  arms  in  the  air  and  straightening  up  after 
years  of  life  underground,  afraid  to  show  their  heads  above  the  sur- 
face of  the  earth,  a  feeling  of  freedom  as  at  last  they  could  stand  up- 
right as  men  ought  to  stand.  To  others  of  us  it  means  the  memory 
of  light  returning  to  darkened  cities,  cities  where  men  went  around 
groping  after  night  fall,  where  the  menace  of  the  night  raid  or  the 
aeroplane  or  Zeppelin  was  ever  present,  and  where  one  could  not  sleep 
in  peace,  and  at  times  the  psychology  of  the  danger  was  such  that 
slumber  was  constantly  disturbed  by  the  fear  of  the  alarm  and  the  rush 
to  the  shelter  in  the  subways,  where  the  air  speedily  became  almost  as 
dangerous  as  the  bombs  from  the  German  machines. 

In  those  days  of  rejoicing  in  Paris  that  followed  the  signing  of  the 
armistice  I  remember  with  great  distinctness  a  conversation  with  a 
French  officer.  We  were  standing  in  the  Place  de  1'Opera,  watching 
the  delirious  joy  of  the  French  people  and  the  abandon  with  which  they 
were  celebrating  the  awakening  from  the  long  nightmare  of  the  war. 
They  danced  in  the  streets,  they  sang,  they  made  groups  around  the 
soldiers  who  were  there.  The  appearance  of  a  man  in  the  uniform  of 
an  American  officer  was  sufficient  to  surround  him  at  once  with  large 
numbers  of  French  girls  who  were  anxious  to  kiss  him.  Oh,  what  a 
time  my  friend  from  Kansas  and  my  friend  from  Georgia  would  have 
had.  (Laughter.)  After  exchanging  our  expressions  of  joy  and 
gratitude  for  the  coming  of  the  end  of  the  war  and  the  arrival  of 
peace,  this  French  officer's  face  saddened  somewhat  and  he  said  to 
me,  "  You  know  these  people  of  Paris  went  through  this  same  thing 
in  celebration  of  the  victories  of  Charlemagne,  and  of  St.  Louis,  and 
Of  Henry  III,  and  of  Louis  XIV  and  of  Napoleon  Bonaparte  and 
Louis  Philipe.  There  was  no  thought  of  the  morrow  when  they  had 
their  celebrations  on  this  same  ground.  It  was  all  joy  and  happiness 
with  them.  I  wonder  if  there  has  been  any  real  change  in  the  world 
as  a  result  of  this  war?  Will  not  people  in  a  few  generations  stand 
6n  this  street  where  we  are  standing  and  watch  the  .people  of  France 
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rejoicing  over  the  end  of  some  war,  even  more  terrible  than  this  has 
been?  General  Foch  has  today  signed  an  armistice  with  the  Ger- 
mans. Can  you  tell  me  if  there  can  be  an  armistice  with  human  greed 
and  human  selfishness  ?  I  do  not  know  that  we  have  signed  an  armis- 
tice with  all  that  is  bad  in  human  nature."  And  he  went  on  to  say 
that  you  could  not  change  human  nature  by  law  or  by  terror  or  by 
suffering  or  by  sacrifice,  but  that  the  world  grows  only  through  the 
moral  forces  in  the  human  heart. 

There  is  a  spirit  in  the  world  that  tells  us  that  we  did  not  fight  to 
make  the  world  safer  for  the  generations  that  are  to  come. 

On  that  same  day  I  went  to  the  grave  of  a  friend  in  France,  and 
some  one  of  his  men  had  written  in  pencil  upon  the  white  cross  that 
marked  the  grave,  with  his  name,  "  He  died  for  the  freedom  of  man- 
kind." We  can  venture  to  hope  that  the  freedom  of  mankind  from 
destructive  wars  has  come.  But,  however  unreasonable  it  might  be 
to  expect  human  nature  to  be  changed  in  a  few  years,  or  by  a  series 
of  disciplinary  happenings,  and  however  unreasonable  it  is  to  expect 
an  era  of  idealism  to  last  indefinitely,  certainly  the  recurrence  of  ar- 
mistice day  must  mean  something  to  us,  and  whether  we  have  in  future 
to  fight  the  forces  of  human  greed,  or  to  fight  the  profiteer  or  the 
demagogue,  or  any  force  that  would  retard  the  progress  of  mankind 
toward  something  better  and  higher,  the  a-rmistice  can  never  be  effec- 
tive until  we  have  succeeded  in  signing  a  permanent  armistice  with 
selfishness.  (Applause.) 

Chairman  CLARK — I  have  the  pleasure  of  introducing  to  you  Hon. 
John  T.  Boifeuillet,  of  Georgia. 

Mr.  BOIFEUILLET — Mr.  Chairman  and  Commissioners,  ladies  and 
gentlemen,  and  the  angelic  choir,  above  the  rostrum  where  the  members 
of  the  Interstate  Commerce  Commission  sit  when  conducting  their 
hearings,  I  see  suspended  a  large  and  handsome  flag  of  our  country. 
As  I  gaze  upon  it  my  heart  thrills  with  delight  as  I  see  emblazoned 
thereon  a  glittering  star  that  answers  proudly  to  the  name  of  my  native 
State  of  Georgia.  When  I  look  upon  those  colors  I  realize  that  there 
is  no  such  red  in  burning  rose,  or  flowing  life  of  sparkling  wine,  no 
such  white  in  apple  blossoms  or  mountain  snow  or  crescent  moon,  no 
such  blue  in  woman's  eyes,  in  ocean's  depths,  in  heaven's  dome.  That 
red  is  emblematic  of  the  valor  of  the  American  people.  That  white 
symbolizes  their  purity,  and  that  blue  is  symbolic  of  their  justice. 
These  three  great  virtues  of  the  human  heart,  valor,  purity  and  justice 
are  reflected  and  illustrated  in  the  distinguished  and  patriotic  personnel 
of  the  members  of  the  Interstate  Commerce  Commission. 

The  living  light  of  victory  has  shone  upon  that  flag  in  every  war 
in  which  it  has  been  carried.  It  has  recently  blazoned  triumphantly 
in  the  European  sky,  and  it  has  emerged  from  the  most  gigantic 
conflict  in  the  annals  of  the  world,  unstained  with  crime  but  hallowed 
with  heroic  blood.  The  American  people  realize  with  pride  that  it 
is  unrivaled  on  the  foaming  deep,  unconquered  on  the  battle  plain. 
That  flag  floated  from  the  cradle  of  this  nation  at  its  birth,  pM  it 
will  keep  watch  and  ward  over  the  destinies  of  this  republic  until  the 
sundown  of  time;  and  then,  in  the  light  of  God's  eternal  day  may  the 
Stars  and  Stripes  be  seen  blending  with  the  heavenly  colors  and 
peacefully  floating  from  the  ramparts  of  the  celestial  city. 
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The  patriotism  which  builded  this  nation  burns  as  brightly  and 
purely  as  ever  in  the  heart  of  every  person  in  this  assembly.  Patriotism 
is  not  a  wild  and  glittering  passion  but  a  glorious  reality.  I  have 
listened  to  the  night  bird's  evening  carol  blended  with  the  splash  of  the 
distant  oar,  and  I  thought  it  beautiful.  I  have  listened  to  the  early 
swallow  warbling  his  pean  to  the  morning  air  as  the  song  came  bursting 
away  toward  the  blue  bills,  and  I  thought  it  mellow.  I  have  listened 
to  the  changeful  melodies  of  the  resounding  sea  as  they  died  away 
upon  some  sheltered  shore,  and  they  were  music  to  my  ears.  I  have 
listened  at  sunset  in  a  calm  at  sea  when  the  strains  of  "  Home  Sweet 
Home  "  came  over  the  heart  like  a  flood  of  sunshine,  and  I  thought 
it  exquisite.  But  sweeter  than  all  those  melodies,  inspiring  the  spirit 
and  thrilling  the  heart,  is  the  sound  of  the  voice  of  patriotism,  making 
music  sweeter  than  the  songs  of  other  and  purer  worlds. 

If  you  will  permit  me  for  a  moment  to  make  somewhat  of  a 
personal  allusion  to  my  own  section,  the  sunny  South,  I  will  say  that  in 
1865  the  South  was  overthrown,  and  returned  into  the  Union,  and  with 
patience,  dignity,  fortitude  and  honor  she  adjusted  herself  to  the  new 
conditions.  In  her  struggles  she  won  the  sympathy  and  admiration 
of  all  high-minded  men  throughout  the  world.  Out  of  the  ashes  of 
defeat  she  arose  to  a  higher  and  broader  national  life,  shirking  no 
duty,  uttering  no  complaint.  With  patriot  voice  she  said  to  the  angry 
waters  of  discord  and  the  stormy  waves  of  sectional  dissension, 
"  Peace,  be  still !"  That  patriotic  solicitude,  centering  at  the  hearth- 
stone, reached  to  the  utmost  limits  of  this  broad  country.  When  in 
1898  the  Maine  exploded,  its  awful  echoes  were  first  heard  on  our 
southern  shores,  and  it  sounded  like  a  bugle  call  to  arms.  The  first 
patriotic  American  to  respond  to  that  call  of  the  country  was  a  son  of 
the  South,  and  the  first  lifeblood  shed  in  that  war  leaped  from  the 
blue  veins  of  a  son  of  the  South.  The  largest  volunteer  force  from  any 
of  the  States  of  the  Union  in  proportion  to  population  was  from  a 
State  of  the  South.  The  heroic  sons  of  the  South  and  the  gallant  and 
intrepid  boys  of  the  North  marched  shoulder  to  shoulder  to  erect 
the  altars  of  liberty  on  Cuban  soil,  and  to  free  a  people  to  whom  we 
owed  no  other  allegiance  than  that  of  a  great  nation  to  a  weak  and 
struggling  people. 

Once  again,  in  the  history  of  our  marvelous  country,  in  1917,  was 
seen  the  unity  between  the  North  and  the  South,  and  the  pathway  thus 
stained  with  the  blood  of  heroes  will  be  forever  enriched  with  the 
memories  of  losses  incurred  side  by  side  to  gain  a  glorious  victory  far 
across  the  seas.  When  the  whole  of  Europe  was  engulfed  in  the 
greatest  conflagration  known  in  the  history  of  the  world,  and  the 
unparalleled  crashing  of  hostile  cannon  was  sounding  around  the 
globe,  then  it  was  that  our  flag  while  peacefully  floating  on  the  high 
seas  was  fired  upon  by  the  enemy.  Like  a  silver  trumpet  call  there 
went  from  Washington  a  voice  exclaiming,  "  America  expects  every 
man  to  do  his  duty."  Instantly  the  noble  boys  of  the  South  and  the 
heroic  sons  of  the  North  girded  on  their  armor  and  marched  side  by 
side  to  fight  freedom's  battles  on  the  hills  and  in  the  valleys  and  upon 
the  plains  of  France.  The  dauntless  pulses  of  the  South  did  not  quail 
and  the  lion  heart  of  the  North  did  not  flinch.  Though  thousands  of 
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the  flower  of  American  manhood  fell  with  their  faces  to  the  foe  and 
their  back  to  the  field — 

"  Looking  upward  to  heaven  from  a  deathbed  of  flame 
Left  no  spot  on  their  honor,  no  blot  on  their  fame." 

Permit  me  to  say  in  conclusion  that  in  order  to  help  this  audience 
to  understand  the  spirit  which  animates  the  South  today  I  will  only 
add  that  the  North  and  the  South  fought  in  this  war  to  make  imper- 
ishable the  freedom  of  this  country.  They  fought  to  preserve  the 
principles  of  popular  government  which  lie  at  the  foundation  of  this 
republic.  They  fought  to  uphold  the  ideals  of  humanity  and  Christian 
civilization  which  are  enshrined  in  the  Constitution  of  this  country. 
It  is  my  opinion,  despite  what  may  be  the  belief  of  others,  that 
America  has  emerged  out  of  this  gigantic  struggle  greater,  stronger, 
more  prosperous  and  more  powerful  than  ever  before  in  the  more 
than  130  years  of  her  national  existence.  She  stands  before  the  world 
a  spectacle  of  national  greatness  and  grandeur.  She  is  the  rainbow 
of  promise  to  all  the  nations  of  the  world.  She  is  the  star  of  Bethlehem 
to  all  humanity.  Then  let  us  all  join  in  the  advancement  of  our 
country's  glory,  as  in  the  splendor  of  her  beauty  and  the  grandeur 
of  her  history  she  marches  onward  to  her  destiny  of  larger  plans, 
loftier  hopes  and  grander  achievements.  (Applause.) 

[The  choir  and  the  audience  joined  in  singing  the  Star- Spangled 
Banner.] 

Chairman  CLARK — I  have  read  or  heard  of  no  incident  connected 
with  our  participation  in  the  war  which  to  my  mind  so  exemplified 
the  spirit  which  I  believe  actuated  all  of  our  troops  and  all  of  our 
people  so  well  as  the  incident  of  which  I  read  when  our  troops  first 
arrived  in  the  front  at  Chateau  Thierry  and  found  the  French  forces 
in  complete  and  almost  disorganized  retreat.  A  French  officer  stepped 
up  to  the  commanding  officer  of  our  forces  and  suggested  that  he 
occupy  certain  positions  from  which  his  retreat  could  be  properly 
covered.  The  answer  of  the  American  commanding  officer  was 
"Retreat,  hell!  We  just  come."  (Applause.)  And  they  did  not 
retreat.  They  met  the  onrushing  tide,  the  conquering  forces  of  the 
Central  Empires.  They  turned  that  tide  and  made  possible  the  signing 
of  that  armistice  two  years  ago  today.  And  as  we  go  from  here  let  us 
bear  these  things  in  mind,  lest  we  forget.  (Applause.) 
.  This,  ladies  and  gentlemen,  concludes  the  exercises  of  the  afternoon. 

The  convention  will  meet  again  in  this  room  to-morrow  morning 
at  ten  o'clock. 

FOURTH    DAY 

Morning  Session 

November  12,  1920. 

President  SHAW — There  are  not  many  of  us  here  at  this  early  hour, 
but  inasmuch  as  this  will  be  a  busy  day  and  we  have  many  reports  to 
dispose  of  we  had  better  proceed. 

REPORT  OF  VALUATION  COMMITTEE. 

Mr.  H.  G.  Taylor,  of  Nebraska,  Chairman  of  the  Valuation  Com- 
mittee, presented  the  report  of  that  committee  as  follows : 
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To  the  National  Association  of  Railway  and  Utilities  Commissioners: 

Committee   Work 

The  Valuation  Committee  during  the  past  year  has  continued  the 
work  for  which  it  was  created.  Through  the  Washington  office  of  the 
Association  it  has  kept  closely  in  touch  with  the  valuation  work  of  the 
Interstate  Commerce  Commission,  and  has  in  all  ways  open  to  it  sought 
to  aid  that  commission  in  its  great  undertaking. 

Progress  of  Federal  Valuation 

Valuations 

Prior  to  November  6,  1919,  the  Interstate  Commerce  Commission 
had  served  55  tentative  valuations.  Final  valuation  (not,  however, 
including  a  single  sum  value)  had  been  reported  in  the  Texas  Mid- 
land case,  the  Kansas  City  Southern  case,  and  the  Winston-Salem 
Southbound  case.  In  the  Atlanta,  Birmingham  &  Atlantic  case,  the 
New  Orleans,  Texas  &  Mexican  case,  and  the  Elgin,  Joliet  &  Eastern 
case  the  taking  of  evidence  had  been  completed,  and  it  was  expected 
that  final  valuations  might  soon  be  made. 

During  the  past  year  the  Commission  had  taken  evidence  upon  car- 
riers' protests  in  20  other  cases.  One  of  these  remains  to  be  argued. 
Nineteen  have  been  argued,  or  submitted  without  argument,  and  are 
now  under  consideration. 

No  final  valuation  has  been  reported  in  any  of  these  cases,  nor  in 
any  of  those  in  which  evidence  had  already  been  taken  prior  to  the 
last  convention. 

No  tentative  valuation  has  been  served  since  November  6,  1919. 

The  reason  for  this  cessation  of  completion  work  will  be  later  stated. 

A  complete  list  of  cases  in  which  tentative  valuations  have  been 
served,  snowing  the  present  status  of  each  case,  is  attached  as  an 
appendix  to  this  report.  It  will  be  noted  therefrom  that  some  of  the 
properties  covered  are  of  consequence,  but  that  most  are  of  minor 
importance.  In  23  of  the  latter  class  no  protest  was  filed  by  the  car- 
rier. In  all  other  cases  protests  were  filed.  Upon  all  but  8  of  these, 
protests  evidence  has  already  been  taken  and  completed. 

Field  Work 

The  field  work  of  the  Bureau  of  Valuation  has  been  pressed  vigor- 
ously, and  is  approaching  completion.  The  following  estimate  as  to 
time  of  completion  has  been  given  to  us  by  Director  Prouty : 

The  field  engineering  work  will  be  completed  in  all  districts  except 
the  Eastern  by  January  1,  1921,  and  in  the  Eastern  by  June  1,  1921. 

The  field  land  appraisal  work,  not  including  estimates  of  cost  of  con- 
demnation and  damages  in  excess  of  original  cost  or  present  value,  will 
be  completed  in  all  districts  except  the  Eastern  by  July  1,  1921,  and 
in  the  Eastern  some  time  within  the  year  following. 
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The  accounting  field  work  in  all  districts  will  be  completed  by  Jan- 
uary 1,  1922,  .or  shortly  thereafter. 

This  is  what  may  be  reasonably  expected  as  to  field  work,  assuming 
that  the  engineering,  land,  and  accounting  sections  are  able  to  secure 
and  hold  the  necessary  forces.  In  the  past  one  of  the  most  serious 
obstacles  in  the  way  of  making  expected  progress  has  been  the  diffi- 
culty of  obtaining  a  sufficient  number  of  trained  employees.  This 
has  been  most  felt  in  the  accounting  section. 

Since  valuation  work  was  begun  the  position  of  Supervisor  of 
Accounts  has  been  filled  by  three  incumbents,  that  of  Assistant  Super- 
visor of  Accounts  by  four,  and  that  of  District  Accountant  in  each  of 
the  five  districts  by  three. 

In  the  less  important  places  in  the  accounting  section  there  has 
been  a  constant  change  in  personnel,  and  it  has  been  impossible  to  keep 
a  full  quota  of  authorized  employees.  From  January  1,  1918,  to  June 
30,  1920,  there  was  a  turn-over  in  the  accounting  section  of  more  than 
70  per  cent.  On  June  30,  1920,  the  accounting  section  had  upon  its 
payroll  only  about  70  per  cent,  of  its  quota  of  authorized  employees. 
This  percentage  has  now  been  increased  to  90,  and  it  is  hoped  to  reach 
100  per  cent,  by  January  1,  1921. 

These  figures  have  been  obtained  through  the  courtesy  of  Mr.  J.  M. 
Willey,  Supervisor  of  Accounts  of  the  Bureau  of  Valuation.  He  at- 
tributes the  large  turn-over  to  the  following  causes : 

"  1.  The  demand  created  by  the  Income  Tax  Law  for  expert 
accountants. 

"  2.  The  demand  for  competent  railroad  accountants,  incident 
to  the  Federal  control  of  railroads. 

"  3.  The  demand  in  the  Southwestern  States  due  to  the  un- 
precedented activities  in  the  oil  fields." 

Under  such  conditions  as  have  been  indicated  the  accounting  work 
of  the  Bureau  is  unavoidably  carried  forward  with  difficulty,  and  is 
subject  to.  such  delays  that  it  is  obviously  impossible  to  estimate  with 
any  approach  to  exactness  the  date  of  its  final  completion. 

Kansas  City  Southern  Litigation 

The  reason  for  the  entire  cessation  of  the  service  of  tentative  valua- 
tions, and  of  the  determination  of  cases  by  the  adoption  of  final  valua- 
tions, is  found  in  the  Kansas  City  Southern  litigation.  The  point  in- 
volved in  this  litigation,  and  its  effect  in  delaying  the  valuation  work, 
may  only  be  made  clear  by  a  brief  historical  statement. 

The  Valuation  Act  was  enacted  on  March  1,  1913.  At  the  time 
the  Act  was  framed  it  was  claimed  by  some  that  railroad  properties 
should  be  valued  upon  the  basis  of  the  estimated  cost  of  reproduction 
of  the  same,  including  in  such  cost  the  estimated  cost  of  acquiring 
the  carrier  lands  on  the  date  of  valuation,  assuming  the  road  to  be 
then  non-existent,  and  the  carrier  to  be  obliged  to  acquire  its  lands 
on  that  date.  Others  claimed  that  the  amount  included  in  the  value 
found,  on  account  of  lands,  should  be  the  present  value  of  said  lands, 
such  lands  being  given  the  same  value  as  similar  adjoining  lands ;  and 
still  others  claimed  that  nothing  should  be  included  on  account  of  lands 
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except  the  original  cost  of  the  same.  The  law  was  uncertain.  No 
case  involving  the  question  had  been  determined  by  the  United  States 
Supreme  Court. 

It  was  finally  determined  by  the  committee  which  drew  the  Valua- 
tion Act  that  the  Interstate  Commerce  Commission  should  be  required 
to  investigate  and  report  the  facts  which  would  enable  a  valuation  to 
be  made  upon  any  one  of  the  three  bases  contended  for.  Paragraphs 
entitled  "  First "  and  "  Second  "  of  the  Act  were  accordingly  inserted 
as  follows : 

"  First — In  such  investigation  said  Commission  shall  ascertain, 
and  report  in  detail  as  to  each  piece  of  property  owned  or  used 
by  said  common  carrier  for  its  purposes  as  a  common  carrier,  the 
original  cost  to  date,  the  cost  of  reproduction  new,  the  cost  of 
reproduction  less  depreciation,  and  an  analysis  of  the  methods  by 
which  these  several  costs  are  obtained,  and  the  reason  for  their 
differences,  if  any.  The  Commission  shall  in  like  manner  ascer- 
tain and  report  separately  other  values,  and  elements  of  value, 
if  any,  of  the  property  of  such  common  carrier,  and  an  analysis  of 
the  methods  of  valuation  employed,  and  of  the  reasons  for  any 
differences  between  any  such  value,  and  each  of  the  foregoing 
cost  values. 

"  Second — Such  investigation  and  report  shall  state  in  detail 
and  separately  from  improvements  the  original  cost  of  all  lands, 
rights  of  way,  and  terminals  owned  or  used  for  the  purposes  of 
a  common  carrier,  and  ascertained  as  of  the  time  of  the  dedication 
to  public  use,  and  the  present  value  of  the  same,  and  separately 
the  original  and  present  cost  of  condemnation  and  damages  or  of 
purchase  in  excess  of  such  original  cost  or  present  value." 

The  words  which  have  been  here  italicised  in  terms  require  the  Com- 
mission to  report  "  separately  the  original  *  *  *  cost  of  con- 
demnation and  damages  or  of  purchase  in  excess  of  such  original 
cost."  It  has  been  impossible  to  ascribe  to  these  words  any  interpreta- 
tion, and  they  have  been  treated  as  inadvertently  used  to  the  extent 
that  they  refer  to  original  cost,  and  the  Commission  has  never  in  any 
valuation  made  any  feport  thereunder,  nor,  so  far  as  is  known,  has 
any  party  urged  that  it  should  do  so. 

The  italicized  words  also  require  the  Commission  to  report 
"  separately  the  *  *  *  present  cost  of  condemnation  and  damages 
or  of  purchase  in  excess  of  *  *  *  present  value."  These  words 
were  understood,  when  the  Act  was  passed,  to  be  intended  to  require 
a  report  of  the  Commission's  estimate  or  finding  as  to  the  amount  in 
excess  of  the  present  value  of  its  lands  which  each  carrier  would  be 
obliged  to  pay  on  valuation  date  to  acquire  its  lands  assuming  its  prop- 
erty to  be  non-existent,  and  the  carrier  obliged  to  condemn  or  purchase 
its  lands  again  on  that  date.  Th.e  purpose  of  the  requirement  was  to 
enable  a  valuation  to  be  made  including  such  estimate,  if  the  United 
States  Supreme  Court  should  hold  the  carriers  constitutionally  entitled 
to  have  their  properties  valued  on  that  basis,  and  excluding  the  esti- 
mate if  the  constitutional  rule  should  be  settled  the  other  way. 

From    the   presence    of    these    italicized   words    in   the   statute,    a 
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strange  and  unfortunate  situation  has  developed,  which  can  be  reme- 
died only  by  a  legislative  act  amending  the  statute.  What  this  situa- 
tion is,  and  how  it  developed,  will  be  stated. 

Shortly  after  the  passage  of  the  Valuation  Act,  the  opinion  of  the 
United  States  Supreme  Court  was  handed  down  in  the   Minnesota 
Rate  Cases,  230  U.  S.,  352.    This  was  on  June  9,  1913.    The  opinion 
was  by  Justice  Hughes  and  was  concurred  in  by  the  entire  court.    Con- 
cerning the  inclusion  of  an  estimated  excess  above  the  present  value 
of  lands,  which  would  have  to  be  paid  assuming  a  reproduction  on 
valuation  date,  the  following  is  quoted  from  the  opinion  of  the  court : 
"  It  is  at  once  apparent,  that,  so  far  as  the  estimate  rests  upon 
a  supposed  compulsory  feature  of  the  acquisition,  it  cannot  be 
sustained.    It  is  said  that  the  company  would  be  compelled  to  pay 
more  than  what  is  the  normal  market  value  of  property  in  trans- 
actions between  private  parties;  that  it  would  lack  the  freedom 
they  enjoy,  and,  in  view  of  its  needs,  it  would  have  to  give  a  higher 
price.     It  is  also  said  that  this  price  would  be  in  excess  of  the 
present  market  value  of  contiguous  or  similarly  situated  property. 
It  might  well  be  asked,  who  shall  describe  the  conditions  that 
would  exist,  or  the  exigencies  of  the  hypothetical  owners  of  the 
property,  on  the  assumption  that  the  railroad  were  removed?    But, 
aside  from  this,  it  is  impossible  to  assume,  in  making  a  judicial 
finding  of  what  it  would  cost  to  acquire  the  property,  that  the 
company  would  be  compelled  to  pay  more  than  its  fair  market 
value.     It  is  equipped  with  the  governmental  power  of  eminent 
domain.     In  view  of  its  public  purpose,  it  has  been  granted  this 
privilege  in  order  to  prevent  advantage  being  taken  of  its  neces- 
sities.   It  would  be  free  to  stand  upon  its  legal  rights  and  it  can- 
not be  supposed  that  they  would  be  disregarded.     *     *     * 

"  Supposing  the  railroad  to  be  obliterated  and  the  lands  to  be 
held  by  others,  the  owner  of  each  parcel  would  be  entitled  to 
receive  on  its  condemnation,  its  fair  market  value  for  all  its  avail- 
able uses  and  purposes.  *  *  *  If,  in  the  case  of  any  such 
owner,  his  property  had  a  peculiar  value  or  special  adaptation  for 
railroad  purposes,  that  would  be  an  element  to  be  considered. 
*  *  *  But  still  the  inquiry  would  be  as  to  the  fair  market 
value  of  the  property;  as  to  what  the  owner  had  lost,  and  not 
what  the  taker  had  gained.  *  *  *  Moreover,  it  is  manifest 
that  an  attempt  to  estimate  what  would  be  the  actual  cost  of  ac- 
quiring the  right-of-way,  if  the  railroad  were  not  there,  is  to  in- 
dulge in  mere  speculation.  The  railroad  has  long  been  established; 
to  it  have  been  linked  the  activities  of  agriculture,  industry  and 
trade.  Communities  have  long  been  dependent  upon  its  service, 
and  their  growth  and  development  have  been  conditioned  upon 
the  facilities  it  has  provided.  The  uses  of  property  in  the  com- 
munities which  it  serves  arc  to  a  large  degree  determined  by  it. 
The  values  of  property  along  its  line  largely  depend  upon  its  ex- 
istence. It  is  an  integral  part  of  the  communal  life.  The  assump- 
tion of  its  non-existence,  and  at  the  same  time  that  the  values  that 
rest  upon  it  remained  unchanged,  is  impossible  and  cannot  be 
entertained.  The  conditions  of  ownership  of  the  property  and  the 
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amounts  which  would  have  to  be  paid  in  acquiring  the  right-of- 
way,  supposing  the  railroad  to  be  removed,  are  wholly  beyond 
reach  of  any  process  of  rational  determination.  The  cost-of -repro- 
duction method  is  of  service  in  ascertaining  the  present  value  of 
the  plant,  when  it  is  reasonably  applied  and  when  the  cost  of 
reproducing  the  property  may  be  ascertained  with  a  proper  degree 
of  certainty.  But  it  does  not  justify  the  acceptance  of  results 
which  depend  upon  more  conjecture."  (Italics  ours.) 

In  consequence  of  this  decision  of  the  court,  condemning  any 
addition  to  the  present  market  value  of  lands,  as  measured  by  the 
value  of  similar  adjacent  lands,  the  Commission  made  no  investiga- 
tion for  the  purpose  of  estimating  the  "  present  cost  of  condemnation 
and  damages  or  of  purchase  in  excess  *  *  *  of  present  value." 
Its  tentative  valuations  did  not  include  any  such  estimate. 

In  the  Texas  Midland  case,  which  was  the  first  valuation  case  to  be 
argued  and  submitted,  the  carriers  protested  the  failure  of  the  Com- 
mission to  include  in  the  tentative  valuation  an  estimate  of  the  "  present 
cost  of  condemnation  and  damages  in  excess  of  original  cost  of  present 
value."  On  the  other  hand,  this  Association,  both  in  its  brief  and 
arguments,  strongly  urged  the  correctness  of  the  course  which  the 
Interstate  Commerce  Commission  had  followed. 

In  its  decision  in  that  case  the  Commission  considered  the  pro- 
vision of  the  statute  requiring  it  to  report  such  hypothetical  excess 
cost  in  excess  of  present  value  at  considerable  length.  After  quoting 
from  the  Minnesota  Rate  Cases  opinion,  the  Commission  said : 

"  What  was  condemned  (by  the  court)  was  the  theory  that  the 
cost  of  reproducing  the  lands  occupied  by  a  railroad  can  be  de- 
termined by  a  process  of  assuming  a  '  railway  value '  estimated 
in  multiples  of  the  present  fair  average  value  of  similar  lands  in 
the  vicinity,  and  the  condemnation  of  the  court  was  upon  the 
ground  that  impossible  and  contradictory  assumptions  must  neces- 
sarily be  the  basis  for  the  attempt  to  ascertain  the  present  cost 
of  a  railroad's  lands.  We  are  unable  to  distinguish  between  what 
is  suggested  by  the  Act  and  what  was  condemned  by  the  court 
as  beyond  the  possibility  of  rational  determination ;  nor  is  there 
any  essential  difference  in  the  actual  methods  there  employed 
and  those  now  urged  upon  us.  Before  we  can  report  figures  as 
ascertained,  we  must  have  a  reasonable  foundation  for  our  esti- 
mate, and  when,  as  here,  if  the  estimate  can  be  made  only  upon 
inadmissible  assumptions,  and  upon  impossible  hypotheses,  such 
as  those  pointed  out  by  the  Supreme  Court  in  the  opinion  quoted, 
our  duty  to  abstain  from  reporting  as  an  ascertained  fact  that 
which  is  incapable  of  rational  ascertainment,  is  clear." 

The  Commission  accordingly  reported  the  original  cost  of  carrier 
lands,  and  the  present  value  of  the  same,  measured  by  the  value  of 
similar  adjoining  lands  owned  by  private  persons.  It  did  not  report 
any  estimate  of  hypothetical  excess  costs  upon  an  assumed  reproduc- 
tion. In  all  of  its  valuation  reports  since  it  has  reported  the  original 
cost  of  lands  whenever  the  same  could  be  found,  and  in  every  case  has 
reported  the  present  value  of  such  lands,  including  the  full  increment 
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in  value,  measuring  such  value  by  the  value  of  other  similar  lands. 
It  has  made  no  estimate  of  hypothetical  excess  costs  above  value. 

In  the  Kansas  City  Southern  valuation  case  the  carrier  offered  evi- 
dence for  the  purpose  of  enabling  the  Commission  to  estimate  and 
report  the  "  present  cost  of  condemnation  and  damages  or  of  purchase 
in  excess  of  *  *  *  present  value."  The  Commission  rejected 
the  evidence,  for  the  reasons  which  it  had  stated  in  the  Texas  Midland 
case. 

The  Kansas  City  Southern  thereupon,  on  December  5,  1918,  brought 
in  the  Supreme  Court  of  the  District  of  Columbia,  an  action  against 
the  Commission,  asking  that  a  writ  of  mandamus  be  issued  requiring 
the  Commission  to  receive  the  evidence  and  report  such  "  present  cost 
of  condemnation  and  damages  in  excess  of  *  *  *  present  value." 
The  Supreme  Court  of  the  District  determined  the  case  in  favor  of 
the  Commission  and  denied  the  writ. 

The  Kansas  City  Southern  then  appealed  to  the  Court  of  Appeals 
of  the  District  of  Columbia.  That  court,  on  June  21,  1919,  without 
opinion,  by  a  divided  court,  two  justices  sitting,  sustained  the  Supreme 
Court  of  the  District,  and  denied  the  appeal.  . 

The  Kansas  City  Southern  thereupon  appealed  to  the  United  States 
Supreme  Court,  which  on  March  8,  1920,  handed  down  an  opinion, 
in  part  as  follows : 

"  We  are  of  opinion  *  *  *  that,  considering  the  face  of 
the  statute  and  the  reasoning  of  the  Commission,  it  results  that 
the  conclusion  of  the  Commission  was  erroneous,  an  error  which 
was  exclusively  caused  by  a  mistaken  conception  by  the  Commis- 
sion of  its  relation  to  the  subject,  resulting  in  an  unconscious  dis- 
regard on  its  part  of  the  power  of  Congress  and  an  unwitting  as- 
sumption by  the  Commission  of  authority  which  it  did  not  possess. 
And  the  significance  which  the  Commission  attributed  to  the  rul- 
ing in  the  Minnesota  Rate  Cases,  even  upon  the  assumption  that 
its  view  of  the  ruling  in  these  cases  was  not  a  mistaken  one,  but 
illustrates  in  a  different  form  the  disregard  of  the  power  of 
Congress  which  we  have  just  pointed  out,  since,  as  Congress  in- 
disputably had  the  authority  to  impose  upon  the  Commission  the 
duty  in  question,  it  is  impossible  to  conceive  how  the  Minnesota 
Rate  ruling  could  furnish  ground  for  refusing  to  carry  out  the 
commands  of  Congress,  the  cogency  of  which  consideration  is 
none  the  less  manifest  though  it  be  borne  in  mind  that  the  Min- 
nesota Rate  Cases  were  decided  after  the  passage  of  the  Act  in 
question. 

"  Finally,  even  if  it  be  further  conceded  that  the  subject-matter 
of  the  valuation  in  question  which  the  Act  of  Congress  expressly 
directed  to  be  made  necessarily  opened  a  wide  range  of  proof 
and  called  for  the  exercise  of  close  scrutiny  and  of  scrupulous 
analysis  in  its  consideration  and  application,  such  assumption,  we 
are  of  opinion,  affords  no  basis  for  refusing  to  enforce  the  Act 
of  Congress,  or  what  is  equivalent  thereto,  of  exerting  the  general 
power  which  the  Act  of  Congress  gave,  and  at  the  same  time  dis- 
regarding the  essential  conditions  imposed  by  Congress  upon  its. 
exercise."  (Italics  ours.) 


222         PROCEEDINGS  OF  THE  THIRTY-SECOND  ANNUAL  CONVENTION 

The  court  ordered  the  reversal  of  the  Supreme  Court  of  the  District 
and  the  issuance  of  the  writ  of  mandamus  asked  for. 

It  has  thus  come  about  that  this  requirement  in  the  Valuation  Act— 
which  was  inserted  so  that  the  estimate  would  be  available  for  use  if 
it  should  be  held  that  it  ought  to  be  considered — is  adjudged  by  the 
court  to  be  a  condition  Imposed  by  Congress  upon  the  exercise  by  the 
Commission  of  the  poivcr  granted  in  the  Act  to  value  carrier  properties. 

It  was  this  suit  which  interrupted  the  promulgation  of  valuations, 
tentative  and  final.  Such  interruption  did  not  occur  immediately  upon 
the  institution  of  the  suit.  While  the  case  was  pending  in  the  lower 
courts  the  Commission  appears  to  have  paid  no  attention  to  it,  so 
far  as  the  conduct  of  the  Commission's  work  was  concerned.  After  the 
argument  of  the  case  before  the  Supreme  Court,  however,  no  further 
valuations  were  promulgated.  What  influenced  the  Commission,  in 
advance  of  the  decision  of  the  court,  to  suspend  the  promulgation  of 
valuations  is  not  known ;  but  it  was  commonly  remarked  at  the  time 
of  the  argument  before  the  Supreme  Court  that  questions  from  the 
bench  during  the  argument  foreshadowed  the  opinion  of  the  court, 
which  was  later  handed  down. 

The  opinion  necessarily  invalidated  every  valuation  theretofore 
served,  and  it  will  be  necessary,  if  the  law  stands  in  its  present  form, 
to  amend  each  valuation  heretofore  adopted  by  including  the  Com- 
mission's estimate  of  the  present  cost  of  condemnation  and  damages 
in  excess  of  original  cost  or  present  value,  and  to  serve  such  amended 
valuation.  The  amended  valuation  will  then  be  subject  to  protest  and 
hearing. 

Inasmuch  as  the  Commission  had  neither  made  the  estimate  of  cost 
of  condemnation  and  damages  in  excess  of  present  value  in  any  case, 
nor  gathered  data  upon  which  the  same  could  be  made,  it  became 
necessary,  when  the  opinion  of  the  court  was  announced,  for  the  Com- 
mission to  retrace  its  steps,  and  gather  the  necessary  data  to  enable 
it  to  comply  with  the  law  as  interpreted  by  the  court.  This  it  has  under- 
taken to  do. 

It  is  understood  that  thus  far  the  investigation  made  by  the  Commis- 
sion has  been  confined  to  two  cases,  the  San  Pedro,  Los  Angeles  and 
Salt  Lake,  and  the  Kansas  City  Southern.  In  neither  has  it  yet  made 
any  report  of  the  estimate  required,  though  it  is  believed  that  upon 
the  first  mentioned  property  a  report  may  soon  be  expected. 

How  long  it  will  require  for  the  Commission  to  make  the  investiga- 
tion which  will  be  necessary  to  enable  it  to  bring  valuations  heretofore 
served  into  conformity  with  the  law,  and  how  long  like  investigations 
as  to  other  properties  will  delay  the  completion  of  valuations  to  be  here- 
after served,  we  are  unable  to  estimate.  The  effect  of  the  decision  to 
date  has  been  to  cause  a  year  to  pass  without  the  service  of  a  single 
valuation,  either  final  or  tentative. 

When  the  Commission  has  made  the  investigation  which  will  be 
necessary,  and  has  reported  the  estimate  of  "  present  cost  of  condemna- 
tion and  damages  or  of  purchase  in  excess  of  *  *  *  present 
value,"  such  estimate  will  either  be  wholly  useless  or  worse  than  use- 
less. If  it  is  used  to  increase  the  value  for  rate  purposes  found  by  the 
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Commission,  it  will,  to  the  extent  of  such  use,  be  destructive  of  rights 
of  the  public  which  existed  before  the  Valuation  Act  was  passed. 

But  for  the  command  of  Congress  which  the  Supreme  Court  has 
found  in  the  Act,  it  is  indisputable  that  not  only  would  it  be  unnecessary 
for  the  Commission  to  spend  its  time  and  the  public  money  in  making 
such  an  estimate,  but  that  if  the  estimate  were  made  and  used  to 
increase  value  it  would  be  unlawful.  The  clear  injustice  and  im- 
propriety of  such  use  is  settled  by  the  judgment  of  the  Supreme  Court 
and  declared  in  explicit  language,  which  has  been  quoted.  Nothing 
in  the  court's  decision  in  the  Kansas  City  Southern  case  in  any  way 
modifies  what  was  formerly  said  in  the  Minnesota  Rate  Cases  opinion. 
The  court  determines  merely  that  the  Commission  must  obey  the  com- 
mand of  Congress  to  report  the  estimate  which  the  Act  directs  shall 
be  made.  That  is  decided,  and  nothing  more. 

The  gross  injustice  to  the  public  of  using  this  estimate  of  purely 
hypothetical  costs  is  patent  without  argument.  The  examples  shown 
in  the,  tabulated  statement  following  of  striking  increases  in  land  values, 
shown  by  valuation  reports  which  have  been  made  by  the  Commission, 
are,  however,  given  to  illustrate  to  what  extent  increment  in  land 
values  as  reported  by  the  Commission  has  been  enjoyed  by  certain 
carriers,  and  the  results  which  would  be  produced  by  applying  a  multi- 
ple of  3.1,  claimed  by  the  carriers  in  evidence  presented  to  the  Com- 
mission in  the  course  of  valuation  hearings  heretofore  held.  (Valua- 
tion Hearings,  Washington,  D.  C,  March  28,  1917,  Presidents'  Con- 
ference Committee  print,  page  680.) 
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Amendment  of  Valuation  Act  Proposed 

Following  the  decision  of  the  Supreme  Court  in  the  Kansas  City 
Southern  case  a  conference  was  held  in  Chicago  attended  by  members 
of  the  Legislative  and  Valuation  Committees.  It  was  then  determined 
immediately  to  make  request  of  the  appropriate  committee  chairman 
to  take  action  to  bring  about  an  amendment  of  the  Valuation  Act  by 
eliminating  the  requirement  that  the  Commission  report  an  estimate 
of  the  cost  of  condemnation  and  damages  in  excess  of  original  cost 
or  present  value. 

A  memorandum  setting  forth  the  facts  was  accordingly  prepared, 
which  this  report,  on  this  matter,  to  some  extent  follows.  This  was 
presented  to  Senator  Cummins  and  Congressman  Esch.  Upon  con- 
sideration of  the  same  they  promptly  introduced  bills  into  their  re- 
spective houses  to  effect  the  desired  amendment.  Owing,  however, 
to  the  adjournment  of  Congress  shortly  thereafter,  no  hearings  were 
held  on  said  bills,  nor  was  any  other  action  taken  thereon.  They  ac- 
cordingly remain  pending.  It  is  the  opinion  of  this  committee  the 
proposed  amendment  ought  to  be  promptly  passed,  and  that  the  mem- 
bers of  this  Association  should  urge  that  course  vigorously  upon  their 
representatives  and  senators  in  Congress. 

Final  Value  for  Rate  Making  Purposes 

In  its  report  in  the  Texas  Midland  final  valuation,  the  Commission 
stated  that  while -it  might  be  questioned  whether  or  not  the  Act  re- 
quired the  finding  of  a  single  sum  as  the  value  of  the  property,  in  the 
opinion  of  the  Commission  it  authorized  the  finding  of  such  value  "  for 
purposes  under  the  Act  to  Regulate  Commerce,"  and  it  was  the  pur- 
pose of  the  Commission  "  ultimately  to  make  such  findings  as  to  each 
property."  It  was  further  stated  that  tentative  valuations,  in  which 
a  single  sum  as  the  value  of  the  property  was  not  stated,  would  in  due 
course  be  supplemented  by  such  finding,  and  a  final  valuation,  includ- 
ing a  single  sum  as  the  value  of  the  property,  would  be  duly  issued. 

From  the  beginning  of  valuation  work  this  Association  has  taken 
the  position  that  the  Valuation  Act  does  not  require  or  authorize  a 
finding  of  a  single  sum  stated  as  the  value  of  the  property.  To  this 
position  we  adhered  after  the  report  of  the  Commission,  believing  that 
such  a  finding,  if  made,  could  be  of  no  legal  effect.  The  question  as 
to  the  intent  of  the  original  Act,  however,  has  now- become  a  matter 
of  academic  interest  merely.  This  is  because  language  was  included 
in  the  Transportation  Act  evidently  designed  to  confirm  the  Commis- 
sion's decision,  and  effective  as  a  legislative  construction.  We  refer 
to  the  last  sentence  of  paragraph  4  of  section  15a,  which  is  as  follows: 

"  Whenever  pursuant  to  section  19a  of  this  Act,  the  value  of 
the  railway  property  of  any  carrier  held  for  and  used  in  the  service 
of  transportation  has  been  finally  ascertained,  the  value  so  as- 
certained shall  be  deemed  by  the  Commission  to  be  the  value 
thereof  for  the  purpose  of  determining  such  aggregate  value." 

The  Act  also  makes  it  the  duty  of  the  Commission  to  find  the  value 
of  carrier  properties  proposed  to  be  consolidated.  In  this  connection 
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in  sub-paragraph  4  of  paragraph  6  of  section  5  it  is  provided  that  the 
stocks  and  bonds  at  par  of  a  corporation  which  is  to  become  the  owner 
of  consolidated  properties  "  shall  not  exceed  the  value  of  the  con- 
solidated properties  as  determined  by  the  Commission."  The  sub- 
paragraph  then  continues  as  follows :  ;'  The  value  of  the  properties 
sought  to  be  consolidated  shall  be  ascertained  by  the  Commission  under 
section  19a  of  this  Act,  and  it  shall  be  the  duty  of  the  Commission  to 
proceed  immediately  to  the  ascertainment  of  such  value  for  the  prop- 
erties involved  in  a  proposed  consolidation  upon  the  filing  of  the  ap- 
plication for  such  consolidation." 

It,  therefore,  is  now  beyond  question  the  duty  of  the  Commission 
to  find,  as  in  the  Texas  Midland  case  it  said  it  would  find,  a  final  value. 
This  is  settled  by  the  new  law. 

'  It  appears  likewise  to  be  as  clearly  settled  that  the  value  so  found 
is  to  be  for  rate  making  purposes.  Said  paragraph  4  of  section  15a 
provides  as  follows : 

"  The  Commission  (in  finding  aggregate  value)  may  ultilize  the 
results  of  its  investigation  under  section  19a  of  this  Act,  in  so  far 
as  deemed  by  it  available,  and  shall  give  due  consideration  to  all 
the  elements  of  value  recognized  by  the  law  of  the  land  for  rate- 
making  purposes,  and  shall  give  to  the  property  investment  ac- 
count of  the  carriers  only  that  consideration  which  under  such 
law  it  is  entitled  to  in  establishing  values  for  rate-making  pur- 
poses." 

It  is  understood  that  the  Commission,  when  it  amends  valuations 
heretofore  served  by  adding  its  estimate  of  "  cost  of  condemnation  and 
damages  in  excess  of  original  cost  or  present  value,"  will  also  amend 
the  same  by  including  a  finding  of  final  value.  Tentative  valuations 
hereafter  served  will  doubtless  be  in  form  believed  by  the  Commis- 
sion to  comply  with  existing  requirements  of  the  law  in  both  these 
respects. 

Final  Value  Argument 

On  October  18,  1919,  the  Commission  made  an  order,  covering  all 
cases  in  which  evidence  had  then  been  heard  upon  carriers'  protests, 
setting  said  .cases  for  argument  "  upon  the  question  of  the  final  value 
which  the  Commission  should  find  and  report  in  each  of  said  pro- 
ceedings for  the  properties  under  valuation,  and  as  to  the  elements  to 
be  considered,  and  the  weight  to  be  attributed  thereto  in  finding  such 
final  value  in  any  case."  Leave  was  granted  to  file  briefs  not  later  than 
December  10,  1919,  and  argument  was  fixed  for  January  7,  1920. 
At  the  direction  of  the  committee  a  brief  was  prepared  and  filed  jointly 
by  Solicitors  E!mquist  and  Benton.  Oral  arguments  were  also  pre- 
sented by  Hon.  Paul  P.  Haynes  of  the  Indiana  Commission,  Hon.  A. 
E.'Helm,  Commerce  Counsel  of  the  then  Public  Utilities  Commission 
of  Kansas,  and  by  Solicitor  Benton. 
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Aggregate  Value  Argument 

The  passage  of  the  Transportation  Act,  February  28,  1920,  whereby 
section  15a  was  added  to  the  Interstate  Commerce  Act,  brought  the 
valuation  question  abruptly  before  the  Commission  for  immediate 
action  in  the  vital  matter  of  rate  making. 

Paragraph  2  of  said  section  15a  directs  that,  in  the  exercise  of  its 
power  to  prescribe  just  and  reasonable  rates,  the  Commission  shall 
establish  rates  so  that  carriers  as  a  whole,  or  as  a  whole  in  such  rate 
groups  or  districts  as  the  Commission  may  establish,  shall  earn  an 
aggregate  net  railway  operating  income  equal,  as  nearly  as  may  be,  to 
a  fair  return  upon  the  aggrepate  value  of  the  railway  property  of  such 
carriers  held  for  and  used  in  the  service  of  transportation. 

Paragraph  (4)  of  said  section,  as  we  have  before  pointed  out,  directs 
that  such  aggregate  value  shall  be  determined  by  the  Commission 
from  time  to  time,  giving  "  due  consideration  to  all  the  elements  of 
value  recognized  by  the  law  of  the  land  for  rate  making  purposes." 

On  March  4,  the  Commission  gave  a  general  notice  that  on  March 
22d,  in  Washington,  it  would  hear  parties  desiring  to  be  heard  on  the 
question  (1)  of  rate  groups  and  (2)  of  methods  which  should  be  em- 
ployed for  determining  aggregate  value. 

A  special  meeting  of  the  Valuation  Committee  to  consider  what 
should  be  done  was  held  in  Chicago  on  March  15.  The  General  Solici- 
tor was  directed  to  appear  at  the  hearing  on  March  22d,  and  to  urge 
that  the  Commission,  in  finding  aggregate  value,  should  use  all  the 
available  data  in  its  possession,  and  should  apply  the  principles  of 
valuation  which  had  theretofore  been  advocated  by  representatives  of 
this  Association  in  its  briefs  filed  in  valuation  proceedings. 

Upon  the  argument  the  carriers  urged  that  the  Commission  should 
accept  the  book  accounts  of  carriers  as  indicating  the  minimum  value 
of  said  properties  taken  as  a  whole.  The  Solicitor  of  this  Association 
urged  that  this  course  could  not  be  followed  consistently  with  the  clear 
requirements  of  the  statute,  but  that  the  Commission  must  consider 
all  available  information,  applying  established  principles  of  law.  As 
to  these  principles  the  positions  thereof  ore  taken  by  the  Association 
were  reaffirmed. 

Valuation  Argument  in  Advanced  Rate  Case 
Upon  the  argument  in  the  advanced  rate  case,  Ex  Parte  74,  the  car- 
riers claimed  that  the  aggregate  value  of  their  properties  in  each  of 
the  three  rate  districts,  into  which  the  Commission  had  tentatively 
divided  the  country,  was  largely  in  excess  of  the  aggregate  of  their 
property  accounts,  and  that  said  accounts  should  be  taken  as  a  measure 
of  the  minimum  aggregate  value  of  their  properties.  Our  Solicitor, 
on  July  3d,  reaffirmed  the  position  which  had  been  taken  at  the  aggre- 
gate value  argument  on  March  22d,  and  upon  some  points  extended 
the  statement  which  had  then  been  made. 

The  aggregate  value  claimed  by  the  carriers  in  each  of  the  three  dis- 
tricts was  as  follows : 

Eastern  group    $9,038,194,615 

Southern  group 2,183,923,124 

^'estern  group 8,818.454.872 

Total,  all  groups $20,040,572,611 
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The  Commission  refused  to  accept  the  book  accounts  as  measuring 
the  aggregate  value  of  carriers'  properties,  and  in  its  report  found 
the  value  in  said  districts  to  be  approximately  as  follows : 

Eastern  group,  as  defined  by  the  carriers $8,800,000,000 

Southern  group,  as  defined  by  the  carriers 2,000,000,000 

Western  group,  as  defined  by  the  carriers,  including 
both  the  Western  and  Mountain  Pacific  groups 
herein  designated 8,100,000,000 

Total $18,900,000,000 

It  will  be  seen  that  the  Commission  found  the  aggregate  value  of 
all  railroad  properties  in  all  districts  to  be  $1,140,572,611  less  than  the 
aggregate  of  their  book  accounts.  How  the  Commission  arrived  at 
these  figures  is  not  stated  in  its  report.  Referring  to  the  results  of 
its  valuation  work  under  section  19a,  the  Commission  said  that  "  so 
far  as  the  work  has  produced  results,  either  as  to  particular  roads,  or 
as  showing  general  tendencies  or  principles,"  it  had  given  considera- 
tion thereto. 

There  is,  however,  nowhere  in  the  report  any  discussion  of  valua 
tion  principles,  nor  is  there  any  suggestion   from  which  it  may  be 
inferred  that  any  attempt  was  made  to  build  up  the  aggregate  value 
for  each  district  by  first  determining  the  fair  value  for  purposes  of 
rate  making  of  each  of  the  numerous  properties  involved. 

It  is  also  to  be  noted  that  the  conclusion  of  the  Commission  was 
announced  in  guarded  language,  as  follows : 

"  From  a  consideration  of  all  the  facts  and  matters  of  record 
*  *  *  we  find  that  the  value  of  the  steam  railway  properties 
of  the  carriers  *  *  *  is,  for  the  purposes  of  this  particular 
case,  to  be  taken  as  approximating  the  figures  stated.  (Italics 
ours.) 

It  is,  therefore,  proper  to  assume  from  the  report  that  the  Com- 
mission, confronted  with  a  situation  where  substantial  rate  increases 
were  obviously  immediately  necessary,  applied  the  statute  as  well  as 
it  could,  and  determined  the  aggregate  value  of  property  in  each  dis- 
trict somewhat  summarily,  without  attempting  to  determine  the  value 
for  rate  purposes  of  each  carrier  property,  in  the  light  of  all  relevant 
facts  and  circumstances  which  under  the  law  of  the  land  are  entitled 
to  consideration. 

Of  this  procedure  on  the  part  of  the  Commission  no  criticism  ought 
to  be  made.  Confronted  with  a  great  task,  the  Commission  did  all 
that  time  permitted.  It  is  to  be  hoped,  however,  and  assumed,  in  view 
of  the  guarded  language  used  by  the  Commission,  that  the  aggregate 
value  found  and  announced  in  such  summary  fashion,  without  dis- 
cussion or  decision  in  the. report  of  controverted  questions  and  prin- 
ciples which  involve  stupendous  sums  in  the  aggregate,  will  not  be 
permitted  in  any  degree  whatever  to  affect  the  future  findings  of  the 
Commission  as  to  the  value  of  particular  properties  covered  by  such 
valuation. 
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Future  Valuation  Work 

With  respect  to  the  future  progress  of  federal  valuation  work,  we 
do  not  venture  to  make  any  prediction.  With  indefatigable  industry 
Director  Prouty  and  his  associates  in  the  Bureau  of  Valuation  are 
pressing  forward  their  part  of  the  work.  The  task  in  which  they  are 
engaged  is  prodigious.  It  has  been  thus  far  prosecuted,  particularly 
since  the  opening  of  the  German  war,  under  great  difficulties.  Never- 
theless the  work  preliminary  to  the  actual  making  of  valuations  is 
undoubtedly  drawing  measurably  near  to  an  end.  As  has  been  be- 
fore stated,  within  a  year  or  two  all  field  work  (aside  from  in.vestiga- 
tions  necessary  to  an  attempt  to  estimate  the  cost  of  condemnation  and 
damages  in  excess  of  original  cost  or  present  value)  will  have  been 
completed.  The  results  of  the  field  work  within  a  year  or  two  further 
ought  to  be  put  into  the  shape  of  completed  engineering,  land,  and 
accounting  reports. 

When  this  point  is  reached,  however,  we  shall  be  still  far  from  hav- 
ing a  valuation  of  the  railroads  of  the  country.  How  many  years  it 
will  require  to  prepare  tentative  valuations  based  upon  these  under- 
lying reports,  and  to  litigate  the  countless  questions  of  law  and  fact 
that  will  be  raised  by  carriers  in  their  protests,  nobody  can  predict. 


The  Duty  of  the  State  Commissions 

Our  duty  with  respect  to  this  work,  however,  does  not  appear  doubt- 
ful. The  carriers,  without  stint  of  money,  and  with  the  aid  of  the 
highest  legal  and  technical  talent,  are  endeavoring  with  unending  per- 
sistence to  secure  a  valuation  made  upon  principles  which,  if  applied, 
will  produce  values  so  largely  in  excess  not  only  of  the  actual  invest- 
ment in  the  properties  valued,  but  in  excess  of  the  economic  worth  of 
the  same,  that  earnings  thereon  can  not  be  made.  If  they  succeed 
then  under  constitutional  rules  the  power  of  regulatory  authorities, 
both  state  and  federal,  to  regulate  the  quantum  of  rates  collected  will 
have  been  destroyed. 

Federal  valuation  has  reached  a  critical  stage.  The  Interstate  Com- 
merce Commission  is  now  to  determine  upon  what  principles  it  will 
proceed  to  find  value  from  the  data  gathered  by  the  Bureau  of  Valua- 
tion. Carriers'  claims  for  "  going  value,"  and  "  other  values  and  ele- 
ments of  value,"  and  for  hypothetical  "  present  cost  of  condemnation 
and  damages  in  excess  of  original  cost  or  present  value,"  their  claims 
to  capitalize  against  the  public,  immense  additions  and  betterments 
built  out  of  earnings,  which  are  in  fact  depreciation  reserves,  and  to 
capitalize  also  the  rights  of  way  held  under  public  grants,  and  even 
the  franchises  under  which  they  operate,  and  the  natural  resources 
and  industrial  activity  of  the  communities  which  they  serve — upon  the 
basis  of  increased  earning  capacity — these  and  many  similar  claims, 
involving  amounts  which  stagger  the  imagination,  are  to  be  passed  upon 
by  the  federal  commission  as  they  are  presented  from  time  to  time  in 
valuation  cases  which  arise  for  the  final  decision  of  the  commission. 

The  years  immediately  before  us  will  determine  whether  federal 
valuation  will  prove  to  be  a  public  benefit,  as  an  aid  towards  a  just  solu- 
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tion  of  our  transportation  problem,  or  whether  it  is  in  fact  impossible 
to  carry  through  in  the  public  interest  any  work  which  brings  into 
play  for  the  promotion  of  their  own  interests  such  great  financial  forces 
as  are  represented  by,  and  allied  with,  the  carriers. 

At  such  a  time  whatever  the  state  commissions  individually  and  col- 
lectively can  do  to  insure  a  determination  that  is  right,  ought  to  be 
done,  and  we  doubt  not  will  be  done. 

H.  G.  TAYLOR,  Chairman, 
W.  L.  HUGGINS, 
A.  R.  WEED, 
JOHN  A.  GUIHER, 
ALEXANDER  FORWARD, 
PAUL  P.  HAYNES, 
HANCE  H.  CLELAND. 


APPENDIX  TO  REPORT  OF  VALUATION  COMMITTEE 

List  of  cases  in  which  Tentative  Valuations  have  been  served  by 
the  Interstate  Commerce  Commission,  showing  in  what  cases 
final  valuations  have  been  reported,  and  the  present  status  of 
each  case.* 

Docket 
No.  Name 

1.  Atlanta,  Birmingham  &  Atlantic  R.  R.  Co.     Tentative  valuation  served 

October  21,  1916.     Protest  filed.    Evidence  and  argument  heard. 

2.  Texas  Midland  Railroad,  Tentative  valuation  served   October  21,   1916. 

Protest  filed.     Final  Valuation  reported  July  31,  1918. 

3       New   Orleans,  Texas  &  Mexico  R.  R.   Co.     Tentative  valuation  served 
October  21,  1916.     Protest  filed.     Evidence  heard  but  not  argued. 

4.  The  Kansas  City  Southern  Railway  Company;  The  Maywood  &  Sugar 

Creek  Railway  Company;  The  Poteau  Valley  Railroad  Company;  The 
Arkansas  Western  Railway  Company ;  Fort  Smith  &  Van  Buren  Rail- 
way Company ;  Texarkana  &  Forth  Smith  Railway  Company ;  Kansas 
City,  Shreveport  &  Gulf  Railway  Company;  Port  Arthur  Canal  & 
Dock  Company.  Tentative  valuation  served  November  23,  1916.  Pro- 
test filed.  Final  valuation  reported  July  1,  1919.  Petition  for  rehear- 
ing filed.  Pending. 

5.  Winston-Salem    Southbound    Railway    Company.      Tentative    valuation 

served  January  9,  1917.  Protest  filed.  Final  valuation  reported  Au- 
gust 8,  1918. 

6.  Elgin,  Joliet  &  Eastern  Railway  Company;  Chicago.^Lake  Shore  &  East- 

ern Railway  Company ;  Joliet  &  Blue  Island  Railway  Company.  Tenta- 
tive valuation  served  February  21,  1917.  Protest  filed.  Evidence  and 
argument  heard. 

7.  (Not  a  valuation  proceeding.) 

8.  The   Wrightsville   &   Tennille    Railroad    Company.     Tentative   valuation 

served  July  23,  1919.  Protest  filed.  Evidence  heard.  Argument 
waived. 

.    9.      Toole   Valley   Railway   Company.     Tentative  valuation   served   July  23, 
1919.     Protest  filed.    Evidence  not  heard. 


*NoTE — It  will  be  understood  that  none  of  the  valuations,  either  tentative  or 
final,  covered  by  this  list  contains  a  statement  of  the  "  present  cost  of  condemna- 
tion and  damages  in  excess  of  original  cost  or  present  value,"  nor  a  statement 
of  single  sum  value.  Amendment  to  include  these  statements  must  still  be  made 
in  each  case,  which  when  served  will  be  subject  to  protest  and  hearing. 
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Docket 
No.  Name 

10.  Alabama    Central    Railway.     Tentative   valuation    served   July   23,    1919. 

No  protest  filed. 

11.  St.  John  &  Ophir  Railroad  Company.     Tentative  valuation  served  July 

July  23,  1919.     No  protest  filed. 

12.  Missouri  Southern  Railroad  Company.     Tentative  valuation  served  July 

23,  1919.    Protest  filed.    Evidence  and  argument  heard. 

13.  Ray  &  Gila  Valley  Railroad  Company.     Tentative  valuation  served  Au- 

gust 2,  1919.    No  protest  filed. 

14.  Quincy  Western  Railway  Company.     Tentative  valuation  served  August 

2,  1919.    No  protest  filed. 

15.  Tonopah  &  Tidewater  Railroad   Company.     Tentative  valuation  served 

August  2,  1919.     Protest  filed.     Evidence  heard.    Argument  waived. 

16.  Bowdon  Railway  Company.     Tentative  valuation  served  August  2,  1919. 

No  protest  filed. 

17.  Georgia  Southern  and   Florida  Railway  Company.     Tentative  valuation 

'served  August  2,  1919.  Protest  filed.  Evidence  heard,  Argument 
waived. 

18.  The   Georgia  Northern   Railway  Company.     Tentative  valuation  served 

August  2,  1919.     Protest  filed.     Evidence  not  heard. 

19.  Death  Valley  Railroad  Company.     Tentative  valuation  served  August  2, 

1919.     No  protest  filed. 

20.  Dover  and  Southbound  Railroad.     Tentative  valuation  served  August  2, 

1919.    No  protest  filed. 

21.  Carolina  Railroad  Company.    Tentative  valuation  served  August  2,  1919. 

Protest  filed.     Evidence  and  argument  heard. 

22.  Hampton  &  Branchville  Railroad  &  Lumber  Company.     Tentative  valua- 

tion served  August  2,  1919.    No  protest  filed. 

23.  Arizona  Southern   Railroad  Company.     Tentative  valuation  served  Au- 

gust 2,  1919.    No  protest  filed. 

24.  The  New  Mexico  Midland  Railway  Company.    Tentative  valuation  served 

August  2,  1919.    No  protest  filed. 

25.  Sylvania  Central  Railway  Company.     Tentative  valuation  served  August 

2,  1919.     Protest  filed.     Evidence  heard.     Argument  waived. 

26.  San  Pedro,  Los  Angeles  &  Salt  Lake  Railroad  Co.     Tentative  valuation 

served  August  20,  1919.    Protest  filed.    Evidence  heard  but  not  argued. 

27.  Louisville  &  Wadley  Railroad  Company.    Tentative  valuation  served  Au- 

gust 20,  1919.     Protest  filed.     Evidence  and  argument  heard. 

28.  Albany  Passenger  Terminal  Company.     Tentative  valuation  served  Au- 

gust 20,  1919.     Protest  filed.     Evidence  heard.     Argument  waived. 

29.  Macon   &  Birmingham    Railway   Company.     Tentative   valuation   served 

August  20,  1919.     Protest  filed.     Evidence  heard.     Argument  waived. 

30.  Mississippi  Eastern  Railway  Company.     Tentative  valuation  served  Au- 

gust 20,  1919.     No  protest  filed. 

31.  Norfolk  Southern  Railroad  Company:  Carthage  and  Pinehurst  Railroad 

Company ;  Atlantic  and  North  Carolina  Railroad  Co.  Tentative  valua- 
tion served  August  20,  1919.  Protest  filed.  Evidence  heard.  Argu- 
ment waived. 

32.  Tampa  &  Jacksonville   Railway   Company.     Tentative   valuation  served 

August  21,  1919.     No  protest  filed. 

33.  The  Greene  County  Railroad  Company.     Tentative  valuation  served  Au- 

gust 29,  1919.    No  protest  filed. 

34.  Rome  and  Northern  Railroad  Company.    Tentative  valuation  served  Au- 

gust 29,  1919.     No  protest  filed. 

35.  Carolina    and    Yadkin    River    Railroad    Company.      Tentative    valuation 

served  August  29,  1919.     Protest  filed.     Evidence  not  heard. 

36.  The  Flint  River  and  Northeastern  Railroad  Company.     Tentative  valua- 

tion served  August  29,  1919.  Protest  filed.  Evidence  heard.  Argu- 
ment waived. 

37.  Kinston-Carolina    Railroad    &    Lumber    Company.      Tentative    valuation 

served  August  29,  1919.  Protest  filed.  Evidence  heard.  Argument 
waived. 
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Docket  Name 

No. 

38.  Central    Railway    Company    of    Arkansas.     Tentative    valuation    served 

August  29,  1919.     No  protest  filed. 

39.  Alabama  Northern  Railway  Company.     Tentative  valuation  served  Au- 

gust 29,  1919.    Protest  filed.    Evidence  heard.    Argument  waived. 

40.  Wadley  Southern  Railway  Company.    Tentative  valuation  served  Septem- 

ber 12,  1919.     Protest  filed.     Evidence  heard.    Argument  waived. 

41.  Chicago,  Terre  Haute  &  Southeastern  Railway  Co.     Tentative  valuation 

served   September   16,  1919.     Protest  filed.     Evidence  heard.     Argu- 
ment waived. 

42.  Hawkinsville  &  Florida  Southern  Railway  Company.     Tentative  valua- 

tion served  September  12,  1919.    Protest  filed.    Evidence  heard.    Argu- 
ment waived. 

43.  Mississippi  River  and  Bonne  Terre  Railway.    Tentative  valuation  served 

October  9,  1919.     No  protest  filed. 

44.  St.    Francis    County    Railroad    Company.      Tentative    valuation    served 

October  9,  1919.    No  protest  filed. 

45.  The  Cimarron  and  Northeastern  Railway  Company.    Tentative  valuation 

served  October  14,  1919.    No  protest  filed. 

46.  Joplin  Union  Depot  Company.     Tentative  valuation  served  October  14, 

1919.     Protest  filed.     Evidence  not  heard. 

47.  The  Talbotton  Railroad  Company.     Tentative  valuation  served  October 

15,  1919.     No  protest  filed. 

48.  Northern  Dakota  Railway  Company.    Tentative  valuation  served  October 

15,  1919.     No  protest  filed. 

49.  Savannah  and  Northeastern  Railway.     Tentative  valuation  served  Octo- 

ber 15,  1919.    Protest  filed.     Evidence  not  heard. 

50.  The  Santa  Fe,  Raton  &  Eastern  Railroad  Company.    Tentative  valuation 

served  October  23,  1919.     No  protest  filed. 

51.  Evansville  &  Indianapolis  Railroad  Company.    Tentative  valuation  served 

October  24,  1919.     Protest  filed.     Evidence  not  heard. 

52.  Farmers'  Grain  &  Shipping  Company.    Tentative  valuation  served  Octo- 

ber 28,  1919.     Protest  filed.     Evidence  not  heard. 

53.  Brandon,  Devils  Lake  &  Southern  Railway  Company.     Tentative  valua- 

tion served  October  28,  1919.     Protest  filed.     Evidence  not  heard. 

54.  Fernwood  &  Gulf  Railroad  Company.    Tentative  valuation  served  Octo- 

ber 28,  1919.    Protest  filed.    Evidence  heard.    Argument  waived. 

55.  Cape  Girardeau  Northern  Railway  Company.    Tentative  valuation  served 

November  5,  1919.    No  protest  filed. 

56.  The  Potomac,  Fredericksburg  &  Piedmont  R.  R.  Co.     Tentative  valua- 

tion served  November  5,  1919.     No  protest  filed. 


REPORT    OF    VALUATION    COMMITTEE    ON    RESOLU- 
TION AS  REGARDS  VALUATION  BASES  SUB- 
MITTED AT   1919  CONVENTION 

To  the  National  Association  of  Railway  and  Utilities  Commissioners: 

The  following  resolution  was  presented  by  Paul  P.  Haynes  of  Indiana 
at  the  1919  Convention  held  at  Indianapolis : 

"  WHEREAS,  In  recent  years  the  cost-of-reproduction  method  of  evaluation  has 
in  many  instances  become  the  controlling  factor  in  determining  the  fair  value 
of  the  property  of  public  utilities,  and 

"  WHEREAS,  During  the  past  few  years,  there  has  been  an  unprecedented  in- 
crease in  the  cost  of  materials  and  supplies  entering  into  the  construction  of 
utility  properties,  and 

"  WHEREAS,  The  cost-of-reproduction  method  of  evaluation,  although  applied 
with  moderating  averages,  arbitrarily  attaches  to  properties  constructed  before 
the  high  price  period,  values  greatly  in  excess  of  the  actual  prudent  investment 
therein,  in  many  instances  from  25  to  100  per  cent  greater  than  such  investment, 
and 
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"WHEREAS,  Under  present  abnormal  conditions,  the  cost-of -reproduction  theory 
has  ceased  to  perform  the  service  which  it  was  designed  to  perform,  and  now 
leads  to  unwarranted  and  unreasonable  values  which  offer  little  guidance  in 
determining  the  fair  value  of  the  property  of  public  utilities,  and 

"WHEREAS,  The  continuance  of  the  cost-of-reproduction  theory  as  the  con- 
trolling factor  in  public  utility  valuations  will  in  the  future  undoubtedly  cast  a 
burden  upon  those  utilities  which  were  required  by  public  necessity  to  make  sub- 
stantial plant  investments  during  the  high  price  period. 

"  THEREFORE  BE  IT  RESOLVED,  BY  THE  NATIONAL  ASSOCIATION  OF  RAILWAY  AND 
UTILITIES  COMMISSIONERS,  That  a  continued  disposition  on  the  part  of  com- 
missions and  courts  to  consider  cost-of-reproduction  or  cost-of-repraoduction-less 
depreciation  as  the  controlling  factor  in  determining  the  value  of  the  property  of 
utilities  will  tend  to  impair  scientific  and  equitable  regulation,  to  permit  the  estab- 
lishment of  unwarranted  and  unreasonable  value,  and  ultimately  to  diminish 
public  confidence  in  commissions  and  courts,  and  thereby  impair  their  usefulness. 

"  BE  IT  FURTHER  RESOLVED,  That  one  of  the  obligations  of  commissions  and 
regulatory  bodies  is  to  protect  and  preserve,  insofar  as  it  lies  within  their  power, 
honest  and  prudent  investment  in  utility  properties,  and  that  in  view  of  abnormal 
price  conditions  now  prevailing,  equity,  justice  and  a  proper  regard  for  the 
interests  of  utilities  as  well  as  the  public  seem  to  demand  that  in  the  valuation 
of  public  utility  property  greater  weight  should  be  given  to  the  hnoest  and 
prudent  investment  therein. 

"  BE  IT  FURTHER  RESOLVED,  That  it  is  not  intended  by  this  resolution  to  hold 
that  the  fair  value  rule  should  be  abandoned  or  impaired,  but  rather  that  under 
the  fair  value  rule  and  in  -view  of  abnormal  conditions  prevailing,  a  greater 
measure  of  justice  and  equity  will  be  secured  by  giving  greater  weight  to  the 
honest  and  prudent  investment,  and  less  weight  to  the  cost-of-reproduction  or 
cost-of-reproduction-less  depreciation." 

After  brief  discussion,  the  Convention  referred  the  resolution  to  the 
Valuation  Committee  with  the  instruction  that  copies  of  same  be  sent 
to  each  commission  for  the  purpose  of  determining  the  attitude  of  the 
various  commissions  with  respect  thereto. 

Pursuant  to  such  instruction,  copies  of  the  resolution  were  forwarded 
to  each  of  the  state  commissions.  Twenty-one  of  the  commissions 
replying  favored  the  resolution ;  two  were  unfavorable ;  four  were  non- 
committal ;  and  seven  gave  no  expression  of  their  attitudes. 

The  following  is  a  brief  summary  of  replies  received : 

VIEWS  OF  STATE  COMMISSIONS  ON  RESOLUTION  SUBMITTED  TO  NA- 
TIONAL CONVENTION  OF  ASSOCIATION  OF  RAILWAY  AND  UTILITIES 
COMMISSIONERS  AT  INDIANAPOLIS,  OCTOBER  16,  1919. 

Favorable  to  Resolution 

1.  Texas 

2.  New  Jersey 

3.  Oregon 

"  Practically  from  the  beginning  of  our  utility  regulation  work,  we 
have  been  following  a  theory  very  closely  related  to  your  '  standard 
of  honest  and  prudent  investment.'  " 

4.  Oklahoma 

"  There  is  no  question  but  the  point  you  have  raised  *  *  *  is 
well  taken.  We  are  of  the  opinion  that  it  would  be  unreasonable  and 
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unfair  to  the  public  to  ask  them  to  pay  a  rate  of  return  on  public 
utility  property  based  on  an  estimated  cost  of  reproduction  new 
applying  war  prices.  *  *  *  One  of  the  first  undertakings  of  the 
Corporation  Commission  is  to  ascertain  the  bona  fide  investment  of 
each  public  utility  under  investigation." 

5.  Washington 

"  This  Commission  is  in  harmony  with  the  resolution.  In  valuation 
matters  that  have  recently  come  before  this  Commission,  we  have 
endeavored  to  .apply  the  principles  announced  in  your  resolution,  and 
we  believe  them  to  be  sound." 

6.  Massachusetts 

"  The  resolution  is  directly  in  accord  with  the  customs  and  laws 
which  have  prevailed  in  the  Commonwealth  of  Massachusetts  for 
many  years." 

7.  Kansas 

8.  Georgia 
9.  Wisconsin 

"  Favors  the  principle  but  '  not  sure  that  resolution  is  advisable 
along  lines  drawn  and  offered.' '" 

10.  New  Hampshire 

"  The  policy  of  our  Commission  has  been  to  base  our  rates  on  the 
original  investment,  wisely  and  economically  made,  rather  than  cost 
of  reproduction  new  at  present  prices." 

11.  North  Dakota 
12.  New  York,  First  District 

"  The  tendency  of  the  experience  of  the  Commission  in  the  twelve 
years  of  valuation  work  has  been  to  substitute  for  the  theoretical  and 
hypothetical  reproduction  cost,  supported  merely  by  opinion  evidence, 
a  normal  reproduction  cost  based  upon  actual  records.  This  normal 
reproduction  cost  tends  to  approximate  the  capital  honestly  and  pru- 
dently expended,  except  in  cases  where  land  constitutes  a  considerable 
element  of  the  property  valued  and  has  attained  a  market  value  largely 
in  excess  of  its  cost." 

13.  South  Carolina 

14.  Michigan 

"  I  do  not  know  that  our  Commission  would  desire  to  make  a  public 
declaration  of  the  substance  of  the  resolution,  and  yet  I  think  they 
are  disposed  to  follow  the  thought  contained  in  the  resolution  in  their 
decisions." 

15.  Virginia 

"  This  Commission,  realizing  the  uncertainty  of  reproduction  cost 
methods  of  valuation  in  times  of  unsettled  price  conditions  has  en- 
deavored to  give  weight  to  all  elements  of  value  including  reproduc- 
tion, investment,  and  such  local  or  peculiar  conditions  as  may  exist 
in  an  individual  case." 
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16.  Wyoming 

"  The  Commission  has  given  the  matter  due  consideration,  and  has 
requested  me  to  advise  you  that  this  Resolution  has  been  unanimously 
approved  by  the  Commission." 

17.  Montana 

"  Favors  the  resolution  as  a  step  in  the  right  direction,  but  thinks  a 
still  further  improvement  possible.  We  have  made  it  a  practice  for 
many  years  to  deduct  for  depreciation  and  therefore  cannot  con- 
sistently deny  the  right  of  utilities  to  appreciation.  It  would  be  mani- 
festly unfair  to  the  consumers  to  fix  rates  on  the  present  cost  of  repro- 
duction of  a  plant  built  many  years  ago;  it  would  be  equally  unfair 
to  the  utility  to  fix  rates  arbitrarily  on  the  cost  of  construction,  if  the 
plant  were  built  during  the  low  price  level  of  1893.  Our  contention 
is  that  the  correct  answer  is  to  be  found  somewhere  between.  Our 
policy  has  been  that,  excluding  abnormal  unusual  cases,  the  point 
of  view  that  will  usually  be  fairest  to  both  the  public  and  the  utility 
is  to  figure  the  cost  of  reproduction  under  the  actual  physical,  com- 
mercial and  economic  conditions  prevailing  when  the  plant  was  origi- 
nally built.  In  a  few  instances,  we  have  caused  a  physical  valuation 
to  be  made  based  on  a  five  year  average  of  prices;  in  other  cases,  a 
ten  year  average  would  be  considered  fair ;  in  fixing  rates  for  a  plant 
built  in  1918,  we  would  take  the  actual  cost  as  the  rate  base." 

18.  Connecticut 

19.  Louisiana 

20.  West   Virginia 

"  We  have  always  been  inclined  to  believe  that  greater  weight 
should  be  given  to  honest  prudent  investment  than  to  reproduction 
new  or  reproduction  new  less  depreciation,  in  arriving  at  fair  value, 
and  in  all  cases  where  the  information  was  available  showing  the  in- 
vestment cost,  we  have  adopted  that  as  the  basis  of  fair  value,  where 
it  is  shown  to  have  been  made  with  reasonable  prudence,  skill  and 
judgment.  *  *  *  This  Commission  approves  of  the  objects  and 
purposes  of  the  resolution  above  referred  to." 

21.  Ohio 

"  Our  statute  requires  the  ascertainment  of  the  cost  of  new  produc- 
tion of  utility  property,  other  than  land,  for  rate  making  purposes, 
'  as  of  a  date  certain,'  but  we  have  so  construed  the  law  as  to  permit 
the  taking  of  average  unit  prices  over  a  period  of  years,  usually 
five  years,  prior  to  the  *  date  certain.'  *  *  *  The  attitude  of  our 
Commission  must  of  necessity  be  to  follow  our  law,  which  is  man- 
datory, as  above  stated,  and  we  would  not  be  adverse  to  saying  we 
would  be  in  favor  of  the  resolution  as  passed." 
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Unfavorable  to  Resolution 

1.  New  York,  Second  District 

"  The  Commission  does  not  care  to  take  any  official  action  on  this 
resolution.  We  doubt  the  propriety  of  the  association  going  on  record 
in  the  way  proposed." 

2.  Nevada 

Noncommittal 

1.  Maine 

2.  Utah 

3.  Illinois 

4.  Minnesota 

"  As  we  view  this  matter,  there  don't  seem  to  be  any  substantial 
difference  in  the  result  obtained  by  the  '  Cost  of  Reproduction '  for- 
mula as  applied  by  some  and  the  '  Honest  and  Prudent  Investment ' 
as  used  by  others,  so  that  after  all  the  application  of  either  of  these 
so-called  methods  rests  more  on  the  persons  applying  it  than  it  does 
on  the  name  of  the  method  or  formula  used." 

Acknowledgment  of  Receipt  of  Resolution 
No  Action  Taken 

1.  California  5.  Maryland 

2.  Porto  Rico  6.  District  of  Columbia 

3.  New  Mexico  *          7.  Vermont 

4.  Florida 

SUMMARY 

Total  replies  received 34 

Favorable  replies 21 

Unfavorable  replies 2 

Noncommital 4 

No  action   7 

34 

Attached  hereto  are  the  original  replies  received  from  the  com- 
missions. 

After  giving  careful  consideration  to  the  matter,  your  committee 
is  of  the  opinion  that  no  formal  action  on  this  report  is  necessary  or 
desirable.  The  investigation  has  served  a  useful  purpose  in  that  it 
has  brought  together  the  minds  of  practically  all  the  commissions  on 
this  very  important  question. 

H.  G.  TAYLOR,  Chairman, 
W.  L.  HUGGINS, 
A.  R.  WEED, 
JOHN  A.  GUI  HER, 
ALEXANDER  FORWARD, 
PAUL  P.  HAYNES, 
HANCE  H.  CLELAND. 
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REPORT  OF  VALUATION  COMMITTEE  ON  4^2  PER  CENT.  LICENSEE 
CHARGE  MADE  BY  AMERICAN  TELEPHONE  AND  TELEGRAPH  COM- 
PANY AGAINST  SUBSIDIARY  COMPANIES. 

At  the  meeting-  of  the  executive  and  valuation  committees  held  in 
Chicago  in  the  early  part  of  1920,  Haynes,  Commissioner,  proposed 
that  said  committees  recommend  that  the  National  Association  and 
the  American  Telephone  and  Telegraph  Company  enter  into  a  joint 
study  of  the  4^2  per  cent,  licensee  revenue  charge  made  by  the  Ameri- 
can Telephone  and  Telegraph  Company. 

It  was  recognized  by  the  members  fo  the  committees  present  at  said 
meeting,  that  they  were  without  authority  officially  to  proceed,  but  it 
was  suggested  that  the  matter  be  taken  up  unofficially  and  informally 
with  the  American  Telephone  and  Telegraph  Company  in  order  that  a 
report  might  be  made  to  this  Convention. 

Subsequently  Mr.  Haynes  took  the  matter  up  unofficially  with  the 
American  Telephone  and  Telegraph  Company  for  the  purpose  of  de- 
termining whether  or  not  said  company  would  be  willing  to  enter  into 
a  joint  study  of  the  4^2  per  cent,  charge.  It  was  believed  that  this 
important  question  could  not  be  properly  and  fully  considered  by  state 
commissions  individually,  but  that  the  question  was  national  in  its 
scope  and  required  a  national  or  general  investigation. 

After  conferences  and  communications,  the  following  letter  was 
received  by  Commissioner  Haynes  from  the  American  Telephone  and 
Telegraph  Company: 

"  NEW  YORK,  October  1,  1920. 
"  PAUL  P.  HAYNES,  Esq., 

"  Public  Service  Commission  of  Indiana. 
"  Indianapolis,  Indiana. 

"  MY  DEAR  MR.  HAYNES  : 

"  I  was  very  glad  to  receive  yours  of  the  27th  regarding  the  matter  that  we 
discussed  in  Indianapolis. 

"  As  you  know  and  realize,  we  should  welcome  an  opportunity  to  thoroughly 
present  the  license  contract  and  payments  thereunder  to  a  body  having  power 
to  make  its  findings  effective,  but  there  are  serious  practical  difficulties  involved 
in  an  investigation  of  such  a  question  by  a  voluntary  body  with  the  scope  of  the 
investigation  and  procedure  undefined  and  where  the  conclusions  reached  are  not 
enforceable. 

"  After  giving  all  the  circumstances  careful  consideration,  our  conclusion  is 
that  any  expression  by  us  in  this  matter  might  be  misunderstood  and  misconstrued. 

"  Very  cordially  yours, 

"  (Signed)     EUGENE  S.  WILSON, 

"  Vice-President." 

This  communication  can  be  interpreted  only  as  a  rejection  of  the  pro- 
posal by  the  American  Telephone  and  Telegraph  Company. 

The  Valuation  Committee  hereby  submits  this  report  for  the  infor- 
mation of  the  National  Association. 

H.  G.  TAYLOR,  Chairman, 
W.  L.  HUGGINS, 
A.  R.  WEED, 
JOHN  A.  GUIHER, 
ALEXANDER  FORWARD, 
PAUL  P.  HAYNES, 
HANCE  H.  CLELAND. 
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President  SHAW — Do  you  make  any  motion,  Mr.  Taylor  ? 

Air.  TAYLOR  of  Nebraska — I  move  that  the  report  be  received  and 
filed. 

The  motion  was  seconded. 

Air.  SHERMAN  T.  HANDY  of  Michigan — Does  that  motion  mean  that 
the  report  will  be  printed  as  a  part  of  the  proceedings  ? 

President  SHAW — You  mean  that  the  report  be  received  and  printed 
instead  of  filed? 

Mr.  TAYLOR  of  Nebraska — I  understand  that  all  the  reports  that  are 
filed  are  printed  in  the  annual  proceedings  of  the  convention. 

President  SHAW — So  that  there  may  be  no  mistake,  let  it  be  under- 
stood that  the  motion  is  that  the  report  be  received  and  printed  in  the 
proceedings. 

Mr.  JOHN  A.  GUIHER  of  Nebraska — I  want  to  amend  Mr.  Taylor's 
motion,  so  that  it  will  read  that  the  report  shall  be  received  and 
printed,  but  that  in  the  meantime  the  secretary  of  this  convention  be 
directed  to  mimeograph  this  report  and  send  it  to  the  various  State 
Commissions. 

President  SHAW— You  had  better  throw  that  burden  on  the  solicitor. 
He  has  the  equipment  for  mimeographing. 

Mr.  GUIHER — I  think  we  had  better  put  the  burden  in  the  other 
place. 

Mr.  WILLIAM  M.  SMITH  of  Michigan — Would  it  not  be  better  to 
have  the  report  printed  and  sent  to  the  Commissions  rather  than  to 
have  it  mimeographed? 

Mr.  GUIHER — It  will  be  printed  before  very  long.  My  reason  for 
making  this  suggestion  is  that  there  will  be  a  number  of  new  Commis- 
sioners coming  into  office  on  the  first  of  January.  If  we  wait  for  that 
to  be  printed,  it  will  be  some  time,  and  it  seems  to  me  that  while  this 
is  not  a  very  exciting  report,  yet  it  contains  a  lot  of  valuable  informa- 
tion which  ought  to  be  put  in  the  hands  of  the  various  State  Commis- 
sioners as  soon  as  possible.  For  that  reason  I  ask  that  it  be  mimeo- 
graphed and  sent  at  once. 

Mr.  SMITH  of  Michigan — It  is  going  to  be  some  job  to  mimeograph 
that  report.  I  think  it  would  be  a  good  deal  cheaper  and  easier  and 
simpler  not  to  have  it  mimeographed  but  to  have  it  printed  as  a  little 
pamphlet  and  sent  out,  and  instead  of  having  the  solicitor  mimeograph 
all  the  copies  that  we  need,  iet  it  be  printed  at  our  expense,  and  send  to 
each  Commission  a  half  dozen  or  dozen  copies  instead  of  one  copy. 

Secretary  WALKER — I  think  I  can  promise  that  I  can  have  printed 
copies  of  that  report  within  a  very  few  weeks. 

Mr.  GUIHER — I  will  change  my  amendment  then,  that  it  be  printed. 

President  SHAW — Do  you  accept  that,  Mr.  Taylor  ? 

Mr.  TAYLOR  of  Nebraska — Yes. 

President  SHAW — The  motion  now  is  that  the  report  be  received  and 
printed  and  distributed  among  the  various  State  Commissions. 

Is  there  any  further  discussion  of  this  report?  I  might  remark  that 
my  first  contact  with  this  Association  was  when  I  attended  the  meeting 
of  the  convention  in  1914,  in  the  city  of  Chicago,  presided  over  by 
Commissioner  Maltbie,  then  Commissioner  of  the  first  district  of  New 
York.  Late  during  that  year,  on  invitation  from  Director  Prouty,  the 
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various  State  Commissioners  assembled  here  in  Washington  to  discuss 
the  principles  involved  in  valuation ;  and  at  this  late  date,  as  you  will  see 
by  the  report,  the  Interstate  Commerce  Commission  has  not  yet  found 
the  final  value  on  a  single  carrier  property.  I  am  not  saying  that  in 
any  spirit  of  criticising  the  progress  made  by  the  Interstate  Commerce 
Commission.  Is  there  any  further  discussion  on  the  report?  The 
question  is  on  the  motion  that  the  report  be  received  and  printed. 
The  motion  was  agreed  to. 

REPORT  OF  THE  COMMITTEE  ON  RAILROAD  RATES'. 

Mr.  JOHN  E.  BENTON — Mr.  President,  I  think  that  according  to  the 
schedule  the  report  of  the  Committee  on  Railroad  Rates  will  be  in 
order  after  the  reports  of  two  other  committees  the  names  of  which 
I  do  not  now  remember.  The  report  of  the  Committee  on  Railroad 
Rates  was  prepared  by  Mr.  Shaughnessy,  Chairman  of  the  Nevada 
Commission,  who  was  unable  to  be  in  attendance  here.  He  sent  the 
report  to  the  Secretary,  with  the  request  that  it  be  delivered  to  the 
ranking  member  of  the  Committee  on  Rates  for  the  consideration  of 
the  other  members  of  that  Committee  and  for  presentation  to  this  con- 
vention. There  is  no  member  of  the  Committee  on  Rates  in  attend- 
ance, so  far  as  the  Secretary  knows.  If  there  is,  I  will  be  pleased  to 
hand  it  to  him.  Otherwise  the  Secretary  has  requested  that  I  present 
the  report.  I  should,  of  course,  await  the  time  when  that  committee 
would  be  ready,  but  for  the  fact  that  Chairman  Jackson  of  the  Wiscon- 
sin Commission  has  requested  me  to  sit  in  with  him  upon  the  argument 
of  the  Wisconsin  Shreveport  Case  which  begins  at  10:30  this  morning; 
so  I  rise  for  the  purpose  of  suggesting  that  with  the  unanimous  consent 
of  the  Convention  I  would  like  to  present  the  report  now. 

President  SHAW — Is  there  any  objection  to  deviating  from  our  pro- 
gram and  permitting  Solicitor  Benton  to  present  this  report  at  this 
time  ? 

Mr.  WILLIAM  M.  SMITH  of  Michigan — Was  not  this  the  time  when 
the  committee  headed  by  Mr.  Elliott  was  requested  to  appear  before  us? 

President  SHAW — It  was. 

Mr.  SMITH  of  Michigan — Possibly  this  will  not  take  long. 

President  SHAW — I  am  sure  Mr.  Elliott  will  bear  with  us.  You  may 
proceed  with  the  report. 

Mr.  BENTON — The  report  has  been  signed  by  the  Chairman,  but  has 
been  presented  to  no  other  member  of  the  Committee  on  Rates. 

Mr.  Benton  then  read  the  report  as  follows : 

To  the  National  Association  of  Railway  and  Utilities  Commissioners: 
This  report  is  prepared  by  myself  and  submitted  to  the  other  mem- 
bers of  the  Committee  for  their  approval,  modification  or  amplification. 
On  the  basis  of  present  conditions  it  represents  my  views.  Rate 
making,  state  regulatory  machinery,  and  prospective  cooperation  of 
State  and  Federal  tribunals  were  ably  covered  by  reports  and  statements 
before  this  Association  in  1916  and  1917,  and  later  carried  before  the 
Newlands,  and  the  Senate  and  House  Committees  on  interstate  com- 
merce during  the  years  1917,  1918  and  1919  (See  transcript  of  pro- 
ceedings.) 
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Generally  speaking,  since  June  25,  1918,  two  25%  increases  in 
rates  have  been  made,  or  a  total  of  50%.  On  June  25,  1918,  a 
horizontal  increase  of  25%  in  rates  was  ordered  by  the  Railroad 
Administration's  General  Order  No.  28,  subject  to  certain  maximums. 
Again,  on  August  26th  when  another  general  average  25%  increase 
became  effective  from  Interstate  Commerce  Commission  order  in 
Ex  Parte  74,  without  limitation  or  maximum,  except  that  authorization 
was  granted  to  carriers  to  make  adjustments.  It  is  elementary  that 
horizontal  increases  in  taxation  for  the  support  of  government  are 
indefensible  and  because  the  railroads  may,  and  do,  tax  the  public  by 
rate  application  in  order  to  secure  necessary  revenue  from  operation, 
constituted  public  authority  is  no  more  free  to  lay  horizontal  rate 
exactions  upon  the  public  than  it  is  to  fix  such  levies  upon  property. 
For  these  reasons  the  horizontal  increases  here  under  consideration 
are  clearly  indefensible  and  in  violation  of  the  equality  clauses  of  the 
Constitution  and  cannot  be  considered  as  any  true  measure  or  guide 
for  the  future. 

It  may  be  said  that  the  Railroad  Administration  did  undertake 
equalization,  following  the  increases  levied  in  1918  (which,  incidentally, 
never  should  have  been  made  because  the  railroads  were  being  used 
as  a  war  facility  and  not  for  revenue  purposes),  and  that  its  Chicago 
committee  devoted  probably  95  per  cent,  of  its  time  to  such  adjust- 
ments. Doubtless  the  Interstate  Commerce  Commission  will  endeavor 
to  follow  the  same  practice,  but  at  the  present  time  the  disparity  in 
rates  has  been  so  badly  intensified  compared  to  pre-war  times,  that  a 
heavy  penalty  is  placed  on  the  people  in  the  producing  sections, 
whereas  a  highly  preferential  premium  is  placed  on  the  large  city  and 
industrial  sections.  The  present  system  of  rates  could  not,  therefore, 
be  more  skillfully  designed  to  encourage  the  people  to  desert  the 
mines,  the  farms,  and  the  forests,  and  to  promote  migration  to  the 
already  badly  over-congested  city  and  industrial  sections.  Unless  the 
producers  are  made  content  and  induced  to  remain  at  the  sources  of 
supply,  the  carriers  will,  of  course,  be  unable  to  sell  their  transporta- 
tion, resulting  in  failure  after  failure,  and  the  only  other  alternative 
that  will  then  be  available  will  be  for  the  Government  to  take  over  the 
carriers  and  operate  them  upon  some  uniform  plan  such  as  the  post- 
office  and  parcel  post  departments. 

The  true  function  of  the  railroad  used  to  be  that  of  assisting  and 
developing  the  territory  it  served.  This  was  the  policy  followed  which 
built  up  great  railway  properties,  because  the  development  of  the 
natural  resources  and  the  prosperous  communities  which  they  assisted 
in  establishing  made  their  own  prosperity  possible.  According  to  the 
interstate  commerce  act  as  amended  1920,  and  the  formal  pleadings  of 
the  carriers,  a  new  policy  has  been  adopted  by  which  book  cost  values 
and  6  per  cent,  returns  thereon  are  the  paramount  considerations,  and 
this  notwithstanding  that  the  paramountcy  of  the  public  interest  and 
welfare  cannot  be  violated  without  serious  loss  to  the  carriers  and 
industrial  enterprises  as  well  as  to  their  employees. 
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RAILWAYS  ORIGINALLY  CONSTRUCTED  BY  THE  PEOPLE 

In  working  out  the  aforesaid  railroad  and  community  development 
policy,  the  people  in  turn  assisted  the  carriers  to  become  established 
by  State  and  County  cash  bonuses;  the  Government  gave  generous 
bond  aid  and  large  land  grants,  which,  including  Texas  lands  donated, 
will  aggregate  187  million  acres  when  all  adjustments  have  been  made. 
When  cash  bonuses  and  stock  sales  for  the  construction  of  railroads, 
upon  which  no  dividend  returns  and  principal  have  been  paid,  are 
considered,  and  when  receiverships  and  reorganizations  are  considered, 
it  is  not  unfair  to  state  that  the  railway  mileage  of  the  country  was 
originally  constructed  by  the  people. 


INEFFICIENT  RAILWAY  OPERATION 

When  the  enormous  increase  which  has  taken  place  in  the  volume 
of  traffic  of  this  country  is  considered,  and  the  railways  or  the 
equivalent  thereof  having  been  donated  by  the  people,  it  is  difficult 
to  understand  why  those  in  control  of  the  railway  property  of  this 
Nation  have  not  been  able  to  carry  forward  the  business  upon  a 
highly  compensatory  basis  and  at  the  same  time  to  have  given  to  the 
people  the  benefit  of  cheaper  instead  of  constantly  increasing  freights 
and  fares.  We  have  been  taught  to  believe  that  as  volume  increased 
a  cheaper  service  to  the  public  could  be  rendered,  and  this  would, 
in  my  view,  have  been  the  result  if  the  transportation  machine  had 
been  increased  from  the  ground  up  instead  of  building  it  from  the 
top  downward.  For  example,  the  building  and  operation  of  ever- 
increasing  power,  car,  and  train  capacity  facilities  without  provision 
having  been  made  for  necessary  engine-house,  terminal  yard  and  side 
track  capacities  to  handle  the  ever-increasing  train  unit,  including 
provision  for  meeting  the  beneficial  and  efficiently  productive  size 
car  equipment  to  take  care  of  the  average  demand  instead  of  the 
present  excessive  capacity  units.  This  is  exemplified  by  the  poor 
average  load  factor  per  car  and  the  excessive  dead  weight  waste  per 
unit  of  traffic  that  is  being  hauled  around  the  country  to-day.  Further, 
notwithstanding  that  as  a  result  of  the  adoption  of  these  heavy  facilities 
an  enormous  volume  of  good  second-hand  relaying  rail  has  been 
changed  out  for  heavier  steel,  practically  nothing  has  been  done  on  sin- 
gle track  lines  towards  increase  of  intermediate  terminal  yard  track 
capacities,  nor  has  the  simple  expedient  of  extending  the  yard  lead  track 
out  5  or  6  miles  to  the  first  station  on  either  side  of  such  terminals 
been  adopted  for  the  purpose  of  expediting  train  movements,  the  more 
prompt  turning  and  use  of  locomotives,  cars,  and  crews,  and  the 
saving  of  large  amounts  of  overtime  payments  which  neither  the 
public,  the  companies  nor  the  crews  want  to  have  accrue.  There  has, 
thus  far,  been  entirely  too  much  railroading  done  on  paper,  which, 
of  course,  is  too  often  approached  from  the  ideal  side  of  operations, 
and  not  enough  attention  has  been  directed  towards  meeting  the 
practical  or  actual  conditions. 

How  much  money  is  being,  and  has  been,  lost  is  difficult  to  estimate, 
but  that  the  sum  is  exceedingly  large  and  far  reaching  in  its  effect  upon 
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the  services  and  the  measure  of  rates  admits  of  no  argument.  Is  it 
not  high  time  that  appraisement  be  made  and  correction  brought  about 
in  the  interest  of  the  public  and  the  carriers? 

IN  RE  CO-OPERATION  IN  SHREVEPORT  CASES. 

Beginning  with  the  conference  of  this  Association  in  1916  and  fol- 
lowing the  address  of  President  Prentiss,  much  has  been  said  about 
Federal  and  State  commission  co-operation  relating  to  the  joint  hearing 
and  determination  of  Shreveport  cases.  Many  State  commissions 
have  followed  Commissioner  Meyers  of  the  Interstate  Commerce  Com- 
mission, who  proposed  this  plan  at  the  1916  conference  and  have  given 
it  their  endorsement  before  the  National  Association  of  Railway  Com- 
missioners, the  Newlands  Committee  and  the  Senate  and  House  Com- 
mittees on  Interstate  Commerce  during  the  years  1916,  1917,  1918  and 
1919.  In  the  face  of  the  issues  now  presented  arising  from  Ex  Parte 
74,  and  the  opposition  of  the  carriers  to  any  form  of  effective  State 
regulation  it  is  difficult  to  see  how  such  co-operation  can  be  worked 
out.  It  is  true  that  the  United  States  Supreme  Court  in  various 
Shreveport  cases  has  authorized  the  Interstate  Commerce  Commission 
to  remove  undue  discrimination  from  interstate  commerce,  arising 
from  State  regulations  and  that,  proceeding  from  those  decisions,  the 
commission  has,  in  a  few  cases,  arranged  for  and  held  joint  hearings 
of  various  cases  with  State  commissions.  Further,  the  Esch-Cummins 
amendment  to  the  interstate  commerce  act  has  provided  means  by 
which  rules  and  regulations  may  be  laid  down  by  the  Interstate  Com- 
merce Commission  for  the  joint  hearing  and  determination  of  these 
Shreveport.  cases  arising  from  State  rates,  and  while  three  State  com- 
missioners, one  from  eastern  territory,  one  from  western  territory  and 
one  from  southern  territory  were  invited  to  and  did  sit  with  the  Inter- 
state Commerce  Commission  during  the  hearing  and  determination  of 
interstate  rates  in  Ex  Parte  74,  there  have  as  yet  been  no  rules  or 
regulations  adopted  and  no  understanding  reached  as  to  how  that 
feature  shall  be  met  and  determined  for  the  future.  Representatives 
of  the  Railway  Security  Owners'  Association  appearing  before  the 
Senate  and  House  Committees  on  Interstate  Commerce  gave  their  ap- 
proval to  and  advocated  this  plan  of  co-operation  during  the  considera- 
tion and  passage  of  the  Esch-Cummins  bill.  Since  the  passage  of  the 
bill,  however,  in  hearings  before  the  State  commissions  and  in  the 
Illinois-New  York  cases  before  the  Interstate  Commerce  Commission, 
the  carriers  have  taken  the  position  that  the  act  practically  lodges  ex- 
clusive jurisdiction  within  the  Federal  Commission  to  the  exclusion  of 
the  States.  The  position  of  the  carriers  is  based  upon  the  aforesaid 
amendment  and  the  action  taken  thereon  by  the  Interstate  Commerce 
Commission  in  E.r  Parte  74.  If  the  jurisdiction  of  the  States  to  regu- 
late their  own  commerce  is  not  upheld  before  the  Interstate  Commerce 
Commission  or  the  United  States  Supreme  Court,  the  question  must 
be  carried  before  Congress  and  if  necessary,  before  the  people  for  such 
constitutional  amendment  as  will  save  to  the  people  their  dual  form 
of  government  and  their  rights  and  liberties  thereunder.  There  can 
be  no  compromise  on  this  issue. 
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ISSUES  RAISED  BY  INTERSTATE  COMMERCE  COMMIS- 
SION IN  EX  PARTE  74. 

The  question  for  consideration,  decision  and  determination  by  this 
conference  is,  therefore,  the  issues  raised  by  the  decision  of  the  Inter- 
state Commerce  Commission  in  Ex  Parte  74,  decided  July  29,  1920,  and 
effective  August  26,  1920.  By  this  order  the  railroads  of  the  nation  are 
divided  into  groups  covering  interstate  property  valuation  and  6  per 
cent,  return  rates  thereupon  fixed  accordingly.  For  these  groups  an 
increase  in  freight  rates  was  ordered  amounting  to  a  40  per  cent, 
increase  for  the  eastern  group ;  25  per  cent,  for  the  southern  group ; 
35  per  cent,  for  the  western  group;  25  per  cent,  for  the  Mountain- 
Pacific  group,  and  33  1/3  per  cent,  for  joint  or  single  line  through 
rates  from  points  in  one  group  to  points  in  other  groups.  Further, 
as  to  passenger  and  baggage  fares  and  milk  rates,  a  20  per  cent,  in- 
crease was  ordered,  while  a  50  per  cent,  increase  or  surtax  for  the 
carriers  was  authorized  in  Pullman  fares. 


POSITION  OF  THE  CARRIERS  BEFORE  THE  STATE 
COMMISSIONS. 

In  taking  this  action  the  Commission  reserved  to  the' various  State 
regulating  tribunals  their  right  to  regulate  intrastate  commerce.  Ap- 
plications by  the  carriers  were  filed  and  hearings  were  held  before  all 
State  commissions  throughout  the  nation.  The  carriers  took  the  posi- 
tion that  the  same  percentage  of  horizontal  increase  as  that  granted 
by  the  Interstate  Commerce  Commission  for  interstate  business  should 
be  authorized  for  State  commerce,  and  this  without  regard  to  any 
segregation  of  valuation,  earnings  or  expenses  properly  creditable  and 
assignable  to  the  respective  commonwealths  served.  Other  than  the 
introduction  of  the  Commission's  opinion  and  order  in  Ex  Parte  74, 
the  carriers  refused  to  introduce  the  record  of  the  testimony  taken  in 
said  proceeding  in  the  hearing  before  the  Nevada  Commission,  and 
declined  to  cross-examine  witnesses  who  appeared  in  opposition  to  the 
proposed  rates. 

The  contention  of  the  carriers  went  to  the  proposition  of  the  States' 
granting  their  respective  applications  without  regard  to  whether  or 
not  the  rates  in  question  would  be  just  and  reasonable  to  the  public 
or,  in  fact,  without  regard  to  their  confiscatory  character  when  ap- 
plied to  State  commerce,  and  insisted  that  their  applications  were 
revenue  measures  and  therefore  superior  to  every  other  element  here- 
tofore recognized  in  rate  regulation.  Under  this  state  of  facts,  some 
State  commissions,  without  in  any  way  abdicating  their  jurisdiction 
in  the  regulation  of  State  commerce,  granted  the  horizontal  increases 
in  whole ;  some  granted  them  in  part,  and  some  refused  to  grant  any 
increase  at  all. 

The  desire  and  the  expectation  of  the  State  commissions  was  to 
proceed  in  conformity  with  the  adjudicated  rule  of  procedure  laid 
down  by  the  United  States  Supreme  Court  in  the  Minnesota  Rate 
Case,  230  U.  S.,  352,  for  the  purpose  of  ascertaining  the  just  and 
reasonable  rates  to  be  established  for  the  movement  of  State  traffic. 
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In  the  absence  of  anything  other  than  the  formal  pleadings  of  the 
carriers  before  the  State  commissions  and  their  refusal  to  co-operate 
in  ascertaining  the  facts  relating  to  State  revenues,  expenses,  valua- 
tion and  reasonable  rates  to  the  public  in  various  commonwealths  where 
the  rates  were  already  too  high  as  a  result  of  Railroad  Administration 
Order  No.  28,  the  conclusion  was,  and  is,  that  the  carriers  take  the 
position  that  they  have  been  relieved  from  the  jurisdiction  of  State 
authority ;  that  they  may,  on  the  basis  of  the  Interstate  Commerce 
Commission  decision  in  Ex  Parte  74,  apply  in  wholesale  fashion  the 
horizontal  rates  authorized  to  individuals,  communities  and  States 
within  the  four  defined  groups  fixed  in  Ex  Parte  74,  without  regard 
to  valuation,  earnings  and  expenses  creditable  to  each  State,  includ- 
ing obligations  which  have  heretofore  accrued;  further,  that  if  large 
shippers  and  chambers  of  commerce  will  co-operate,  certain  adjust- 
ments will  be  made  in  the  aforesaid  horizontal  interstate  rates  under 
the  blanket  authority  conferred  by  the  Federal  Commission  when  it 
appears  that  traffic  cannot  move  under  a  literal  application  of  Ex  Parte 
74 ;  that  under  the  Transportation  Act  the  carriers  shall  for  the  future 
exercise  their  private  managerial  right  of  making  such  increased  in- 
vestments and  furnishing  such  enlarged  facilities  and  equipment  as 
said  private  policy  may  dictate,  and  thereafter  appeal  for  such  further 
horizontal  rate  increase  and  adjustment  authority  as  will  enable  them 
to  further  assess  and  tax  the  people  of  this  country  in  proportion  as 
population  and  prosperity  increase,  if,  in  fact,  the  latter  can  show  a 
growth  under  such  a  policy. 

Here  lies  the  danger  of  sacrificing  State  jurisdiction  for  the  reason 
that  heretofore  legislatures,  courts  and  commissions  have  refused  to 
authorize  rates  upon  more  than  the  reasonable  value  of  the  property 
beneficially  useful  and  devoted  to  State  commerce.  This  enables  the 
States  to  exclude  unreasonable  and  excessive  investments,  valuations 
and  expenses.  If  the  present  conflict  in  jurisdiction  raised  by  Ex 
Parte  74  is  resolved  in  favor  of  the  Federal  authorities  and  the  present 
group  valuations  become  controlling,  the  authority  of  the  carriers  will 
in  many  cases  be  superior  to  that  of  the  States,  for  the  reason  that 
the  valuations  taken  for  group  purposes  are  so  excessive  that  it  will  be 
impossible  to  fix  6  per  cent,  rate  returns  thereon,  and,  therefore,  the 
carriers  may  fix  any  rate  under  such  standard  without  regard  to  its 
reasonableness  and  in  defiance  of  the  State  authority. 

WAR  DEPARTMENTS,  EXCEPT  THE  RAILROAD,  SOUGHT 

AID  OF  STATE  OFFICERS  DURING  WORLD 

CONFLICT. 

It  is  indeed  a  striking  commentary  that  the  various  important  war 
departments,  except  the  railroad  department,  called  upon  the  State 
and  County  officers  for  valuable  assistance  in  the  operation  of  the  ma- 
chinery for  the  winning  of  the  war.  On  the  other  hand,  the  railroad 
war  department,  made  up  of  railway  officers  without  previous  experi- 
ence on  the  public  side  of  the  question,  actually  refused  the  offer  of 
the  State  railroad  commissions  to  co-operate  with  and  act  as  State- 
branches  of  the  Railroad  Administration  (recall  conferences  with  Di- 
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rector  General  and  Regional  Directors  at  Washington,  January,  1918, 
and  at  White  Sulphur  Springs,  West  Virginia,  July  6,  1918). 

Approximately  2,700,000  of  our  boys  were  taken  by  the  War  De- 
partment for  service  in  the  world  war  by  the  selective  draft  method. 
In  organizing  the  machinery  for  this  huge  task  the  department  did  not 
find  it  necessary  to  rely  exclusively  upon  army  generals  to  go  out 
into  the  various  States  and  operate  the  machines.  On  the  contrary, 
while  assistance  was  rendered  in  perfecting  the  organization,  its  opera- 
tion was  put  under  the  personnel  and  supervision  of  State  and  County 
officers.  If,  therefore,  the  representatives  of  the  people  within  the 
respective  States  whom  they  knew  and  in  whom  they  had  confidence 
could  be  entrusted  with  this  highly  important  task,  why  could  not  their 
representatives  have  been  allowed  to  co-operate  with  the  Railroad 
Administration  in  the  administration  and  adjustment  of  their  purely 
domestic  commerce,  instead  of  centralizing  all  power  at  Washington, 
and  attempting  to  create  regional  or  superstate  regulatory  branches, 
that,  insofar  as  State  regulation  was  concerned,  was  a  failure? 

All  who  are  familiar  with  the  hearings  before  the  Newlands  Com- 
mittee know  that  this  regional  plan  of  regulation  was  proposed  and 
strongly  endorsed  by  the  railroads.  If  it  was  conceived  in  good  faith, 
it  has,  of  course,  been  proven  a  failure.  On  the  other  hand,  if  it  was 
conceived  by  the  carriers  for  the  purpose  of  centralizing  power  to 
the  exclusion  of  the  possibility  that  the  States,  by  their  co-operation 
as  branches  of  the  Federal  machinery,  might  have  made  Federal  con- 
trol and  operation  as  successful  as  the  selective  draft,  presumably  it 
may  be  conceded  that  the  plan  was  successful.  . 

The  carriers  are  now  striking  at  the  very  heart  of  State  regulation, 
comprising  the  jurisdiction  of  State  constitutions,  legislatures,  com- 
missions, and  the  direct  vote  of  the  people  on  the  initiative,  and  are 
not  at  all  concerned  about  the  effective  co-operation  between  Federal 
and  State  Commissions  suggested  and  endorsed  by  them  as  aforesaid. 
If  the  carriers,  irrespective  of  excessive  property  valuations,  obsoles- 
cence, and  excess  in  capacity  in  many  States,  are  entitled  to  a  6  per 
.cent,  return  on  an  aggregate  valuation  of  only  5.7  per  cent,  less  than 
accumulative  book  cost,  is  there  any  conceivable  reason  why  the  farm- 
ing, the  livestock  raising,  the  mining,  the  merchandising  and  all  other 
form  of  legitimate  enterprise  should  not  be  granted  the  same  guaranty? 
In  other  words,  is  there  any  reason  or  authority  under  our  form  of 
government  by  which  the  railroads  should  be  made  a  special  and  pre- 
ferred class?  The  guaranty  clause  in  the  amended  commerce,  act 
should  be  eliminated  at  once  and  the  function  of  fixing  just  and  reason- 
able interstate  rates  and  values,  based  upon  the  peculiar  circumstances 
and  conditions  presented  in  different  cases,  should  be  placed  within 
the  discretion  of  the  Interstate  Commerce  Commission,  instead  of  fol- 
lowing the  present  practice  of  so-called  mandates  from  Congress.  On 
the  other  hand,  Congress  must  be  called  upon  to  protect  the  sovereignty 
of  the  States  to  the  end  that  its  commerce  facilities  shall  not  become  a 
law  unto  themselves  in  violation  of  our  constitutional  dual  form  of 
government. 
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LONG-AND-SHORT-HAUL  DISCRIMINATION. 

Prior  to  the  amendment  of  the  fourth  section  of  the  act  to  regulate 
commerce  in  1910,  the  long-and-short-haul  freight  rate  discrimination 
against  the  intermountain  states  may  be  illustrated  by  reference  to  car- 
load rates.  With  relatively  few  exceptions  the  carload  freight  rates 
from  eastern  defined  territory  to  the  intermountain  states  were  con- 
structed by  applying  what  was  then  termed  "  low  water-compelled 
transcontinental  rates  "  from  said  eastern  territories  to  San  Francisco 
and  other  Pacific  Coast  terminals,  plus  the  local  rate  back  to  the  inter- 
mountain points  of  destination.  In  some  cases  these  local  or  "  back- 
haul  "  rates  were  class  rates  and  in  others  were  commodity  rates,  while 
in  practically  all  cases  the  transcontinental  rates  to  the  Pacific  Coast 
terminals  were  commodity  rates.  This  system  of  rating,  of  course, 
produced  a  much  higher  rate  at  the  shorter  haul  intermountain  points 
than  to  the  longer  haul  Pacific  Coast  terminals.  The  extent  of  the  dis- 
crimination against  the  intermountain  points  for  an  average  distance 
haul  of  approximately  2,000  miles  from  said  eastern  defined  territories 
compared  with  an  average  of  2,500-mile  haul  to  the  Pacific  Coast  termi- 
nals is  made  clear  by  reference  to  the  rate  covering  the  movement  of 
structural  steel  and  iron  to  the  Reno,  Phoenix  and  Spokane  zone  from 
Chicago  territory. 

Prior  to  June  22,  1911,  when  the  Commission  made  its  first  order 
under  section  4  as  amended,  the  rate  on  structural  steel  and  iron  from 
Chicago  to  said  intermountain  zone,  a  distance  of  1,835  miles,  was 
$24.60  per  ton,  whereas  the  rate  covering  the  same  articles  passing 
right  through  said  intermountain  zone  to  San  Francisco  and  other  Pa- 
cific Coast  terminals  was  but  $16.00  per  ton,  or  a  differential  of  54  per 
cent,  against  said  intermountain  zone.  Subsequent  to  June  22,  1911, 
the  Commission  in  21  /.  C.  C.  329-400,  adjusted  the  long-and-short- 
haul  westbound  rates  to  intermountain  territory  by  providing  that  the 
westbound  transcontinental  rates  to  the  Pacific  Coast  terminals  should 
not  be  exceeded  at  intermountain  points  from  Missouri  and  Mississippi 
River  territories  and  territories  west  thereof,  while  from  Chicago  terri- 
tory it  was  provided  that  said  rates  should  not  exceed  the  Pacific  Coast 
rates  by  more  than  7  per  cent.,  and  that  rates  from  points  intermediate 
to  Chicago  and  Buffalo-Pittsburg  line  should  not  exceed  15  per  cent., 
whereas  from  the  points  east  of  the  latter  line  to  and  including  Atlantic 
Coast  territory  the  rates  should  not  exceed  a  differential  of  25  per  cent. 
Upon  this  basis  the  aforesaid  intermountain  zone  rate  on  structural 
steel  would  have  been  $17.12  per  ton,  compared  with  the  aforesaid 
rate  of  $16.00  to  the  Pacific  Coast  terminals.  But  this  order  was 
promptly  challenged  and  carried  all  through  the  courts  to  the  court  of 
last  resort  where  the  United  States  Supreme  Court  in  Intermountain 
Rate  Cases,  234  U.  S.  476,  upheld  the  order  in  question. 

At  or  about  this  time  the  Panama  Canal  was  opened  and  the  carriers 
asked  the  Interstate  Commerce  Commission  for  additional  relief  to 
that  provided  for  in  its  order  of  June  22,  1911,  for  the  purpose  of  meet- 
ing alleged  water  competition.  This  was  granted  by  the  Commission's 
order  of  January  29,  1915,  32  I.  C.  C.  611,  and  while  the  rate  on 
structural  steel  from  Chicago  to  Reno  was  reduced  to  $18.00  per  ton, 
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the  rate  to  the  Pacific  Coast  terminals  was  at  the  same  time  reduced  to 
$11.00  per  ton,  a  differential  of  64  per  cent,  against  said  intermountain 
points.  (See  T.  C.  F.  B.  1-0,  March  6th,  1916.)  This  is  to  be  com- 
pared with  the  aforesaid  long-and-short-haul  differential  of  54  per 
cent,  maintained  prior  to  the  order  of  June  22,  1911. 

Thereafter  the  matter  was  taken  before  the  Commission  with  the  re- 
quest that  the  fourth  section  of  the  act  to  regulate  commerce  be  amended 
and  made  absolute.  In  the  meantime  the  war  traffic  had  increased  so 
enormously  as  to  require  the  utilization  of  every  boat  of  every  kind 
in  that  service  and  as  there  was  thereafter  no  water  competition  be- 
tween the  Atlantic  and  Pacific  Coasts,  the  Commission  in  March,  1918, 
by  order  eliminated  all  discrimination.  In  said  order  it  was  suggested 
there  was  no  reason  why  rates  covering  commodities  from  interior 
points  which  were  not  subject  to  water  competition  should  not  be 
graded  according  to  distance  in  reaching  the  respective  intermountain 
destinations.  During  the  discussion  of  the  intermountain  situation 
before  the  Newlands  Committee  and  the  Senate  and  House  Commit- 
tees on  Interstate  Commerce,  various  leading  members  of  Congress 
expressed  the  opinion  that  the  intermountain  territory  was  not  only 
entitled  to  relief  from  so-called  ocean  competition  between  our  do- 
mestic ports  on  the  Atlantic  and  Pacific  and  which  rarely  exceeded  10 
per  cent,  of  the  rail  tonnage,  but  also  that  the  rates  from  eastern  defined 
territories  to  the  intermountain  destinations  should  be  graduated  in 
proportion  to  distance. 

The  Esch-Cummins  act  amended  the  fourth  section  so  as  to  eliminate 
for  the  future  the  question  of  potential  water  competition  upon  which 
long-and-short-haul  rates  to  different  river  points  within  the  nation 
have  been  justified  for  the  past  30  years  although  no  through  boat 
lines  have  existed  and  therefore  no  substantial  tonnage  has  moved  by 
water.  Authority,  however,  remains  to  meet  actual  water  competition 
subject  only  to  the  ambiguous  provision  that  "  in  exercising  the  author- 
ity conferred  upon  it  in  this  proviso  the  Commission  shall  not  permit 
the  establishment  of  any  charge  to  or  from  the  more  distant  point 
that  is  not  reasonably  compensatory  for  the  service  performed." 

A  case  predicated  upon  the  findings  of  the  Portland  and  San  Fran- 
cisco Regional  Committees  of  the  Railroad  Administration  in  which 
they  recommended  a  graduation  of  rates  satisfactory  to  the  inter- 
mountain people  has  been  heard  before  the  Interstate  Commerce  Com- 
mission and  will,  following  argument  before  the  Commission  at  Wash- 
ington, within  a  few  days,  stand  fully  submitted.  From  the  reasoning 
advanced  by  the  Examiner's  tentative  opinion,  the  foundation  is  ap- 
parently being  laid  for  the  re-establishment  of  lower  rates  at  the  long- 
haul  Pacific  Coast  points  than  those  at  the  shorter  haul  intermountain 
points  on  the  theory  that  water  competition  may  again  soon  return. 
The  opinion  also  suggests  that  the  Commission  is  now  charged  with 
looking  after  the  adequacy  of  railroad  revenues  and  the  suggestion 
is  carried  that  for  this  reason  it  may  not  be  possible  to  grant  to  the 
intermountain  section  the  gradation  in  rates  based  upon  distance  to 
which  they  are  entitled. 

It  is  significant  that  water  competition  has  always  been  as  effective 
on  eastbound  traffic  as  it  has  been  on  westbound  traffic  upon  which 
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higher  rates  at  intermountain  points  have  been  justified  for  the  shorter 
hauls,  but  no  attempt  has  ever  been  made  to  put  in  such  a  system  of 
rating  within  the  territory  intermediate  to  Atlantic  Coast  terminals, 
and  we  have  often  wondered  why  such  territory  has  been  exempt  from 
this  rate-making  policy.  In  this  connection,  however,  we  have  heard 
leading  statesmen  in  Congress  from  the  States  of  Ohio  and  Pennsyl- 
vania state  most  earnestly  that  they  would  never  stand  for  the  charging 
of  a  higher  rate  on  eastbound  transcontinental  traffic  to  the  shorter- 
haul  points  within  their  States  than  a  lower  rate  for  the  longer  haul  to 
the  Atlantic  Coast  terminal  points.  If  the  principle  is  unworkable  on 
eastbound  transcontinental  traffic,  it  must,  of  necessity,  be  indefensible 
on  westbound  transcontinental  traffic. 

SAN  FRANCISCO  AND  OTHER  PORT  CITIES  IN  THE  ROLE 
OF  JOBBING  OR  CLEARING-HOUSES  FOR  THE  RAIL- 
ROADS AND  LARGE  INDUSTRIAL  MONOPOLIES. 

The  aforesaid  conditions  are  the  result  of  long-established  railroad, 
industrial  and  commercial  practices,  and  under  the  practical  working 
of  the  system,  protection  and  prosperity  are  afforded  to  certain  favored 
cities,  which,  because  of  their  "  regional  "  location  at  great  railway 
terminals  and  inland  and  ocean  waterway  ports,  have  been  selected, 
to  the  exclusion  of  other  cities  on  the  Atlantic  and  Pacific  Coasts 
having  equal  waterway  possibilities,  to  act  as  commercial  centers ;  in 
other  words,  to  act  as  the  clearing-houses  or  jobbers  for  the  railroads 
and  the  large  eastern  industrial  trusts. 

In  this  connection  practically  no  effort  has,  prior  to  the  war, .been 
made  by  San  Francisco  and  other  great  Pacific  and  Gulf  ports,  to 
establish  manufacturing  enterprises  and  serve  the  great  western  and 
southern  empires  tributary  thereto,  and  the  rapidly  growing  South 
American  and  Asiatic  trade.  On  the  contrary,  they  have  been  content, 
largely,  to  act  as  clearing-houses  for  the  railroads  and  the  large  eastern 
manufacturers  because,  under  the  operation  of  long-and-short-haul 
rates,  they  have  been  given  control  of  the  jobbing  business  throughout 
vast  areas  of  the  shorter-haul  intermediate  sections.  In  other  words, 
by  long-haul  preferential  rates  and  special  back-haul  distributing  rates, 
they  have  been  enabled  to  warehouse  western  and  southern  products, 
but  of  eastern  manufacture,  after  railway  hauls  across  the  entire  con- 
tinent and  back,  averaging  from  2,500  to  5,000  miles,  and  thereafter 
to  job,  or  back-haul,  them  into  the  intermediate  points  of  production 
throughout  the  great  Pacific  Coast,  Intermountain  and  Southern  States. 

MONOPOLY   IN    RESTRAINT   OF   TRADE   AND    STATE 
DEVELOPMENT 

The  practical  effect  of  these  artificial  transportation  conditions, 
created  by  the  large  industrial  and  railway  interests  made  possible  by 
this  uneconomic  and  unjust  policy  sanctioned  by  the  Government, 
causes  centralization  of  population  and  traffic  and  subsidizes  and 
legalizes  monopoly  of  trade  and  industry  at  said  rate-favored  water 
points  by  compelling  the  location  of  industrial  enterprises  thereat  to 
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the  exclusion  of  their  location  at  or  near  the  points  of  supply;  this, 
in  turn  furnishes  an  excuse  for  and,  in  fact,  makes  necessary  the 
building  and  maintenance  of  large  railway  terminals  at  those  preferen- 
tially rated  centers.  The  building  of  such  terminals  adds  enormously 
to  the  investment  in  railroads,  and  the  cost  of  operation  for  terminal, 
storage  and  switching  of  traffic  and  equipment.  Further,  that  expensive 
switching  to  private  industrial  tracks  is  furnished  free  of  cost  to  the 
beneficiaries  of  the  aforesaid  preferential  rates ;  that  the  return  upon 
these  large  terminal  investments  and  the  cost  of  the  free  service 
furnished  is  included  within  and  made  a  part  of  the  line-haul  rates, 
from  which  it  follows  that,  without  compensating  advantage,  a  mileage 
pro  rate  of  this  burden  is  assessed  against  the  already  prejudicially 
rated  short-haul  intermediate  States ;  that,  therefore,  these  benefits 
and  privileges,  when  added  to  the  preferential  line-haul  rates  accorded 
to  these  terminal  points,  nourishes  and  perpetuates  said  industrial 
monopoly  in  restraint  of  state  development  throughout  the  Inter- 
mountain  and  Southern  States  in  proportion  as  the  resources  and 
energies  of  the  various  States  and  the  people  would  otherwise  justify; 
that  the  intermediate  sections  are  compelled  to  contribute  toward  the 
maintenance  of  this  indefensible  monopoly  by  the  payment  of  higher 
transportation  rates,  and,  therefore,  higher  prices  for  practically  all 
articles  of  consumption  than  would  otherwise  be  necessary  if  there  was 
a  wider  distribution  of  industrial  enterprise  and,  consequently,  a  more 
economical  distribution  of  traffic  instead  of  the  present  wasteful 
congestion  of  railway  traffic  at  large  terminals,  resulting  in  car 
shortages  and  a  frightful  slowing  up  of  transportation  and  commerce 
during  certain  periods  of  practically  every  year;  and  that,  because  of 
the  aforesaid  disabilities,  the  intermediate  short-haul  States  lose  from 
community  upbuilding  and  taxation  that  proportion  of  the  population 
and  industrial  property  which  is  rightfully  theirs,  but  which,  under  the 
present  authorized  governmental  policy,  must  be  located  at  said  large 
terminals  for  the  concentration,  manufacture,  and  fabrication  of  the 
products  from  the  resources  of  said  intermediate  States. 

It  therefore  follows  that  monopoly  levies  a  heavy  tax  on  the  people 
of  these  States  by  requiring  them  to  pay  through  the  medium  of 
heretofore  unregulated,  trust-fixed  prices  of  commodities  and  said 
high  and  prejudicial  freight  rates,  a  sufficient  tribute  to  enable  it  to 
enjoy  exclusive  terminal  facilities  and  to  dictate  the  location  of 
industrial  activities.  Further,  that  our  public  transportation  high- 
ways, under  the  plea  of  an  adequate  reward  for  the  unregulated 
expenditures  of  private  capital  invested  in  costly  and  extravagant 
standards  of  track  and  equipment,  and  the  alleged  necessity  of  meeting 
water,  market  and  rail  competition  in  the  past,  have  been  used  under 
governmental  sanction  to  create  the  monopolistic  conditions  herein 
complained  of  and  entirely  too  little  attention  has  been  given  to  state 
welfare  and  development.  The  paramount  consideration  has  been 
the  question  of  railway  development  and  prosperity,  and  because  of  it 
the  people  of  the  far  Western  and  Southern  States  have  paid  a  heavy 
tribute  for  long  and  double  hauls  on  those  products  which  would  bear 
such  charges.  These  tributes  are  increasing  and  the  consideration 
for  the  sovereignty  and  welfare  of  the  various  States  is  growing 
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markedly  less  among  the  railway,  the  industrial  and  the  large  banking 
interests  on  Wall  Street. 

PRESIDENT-ELECT   HARDING'S   VIEWS   ON   INTER- 
MOUNTAIN  TERRITORY 

In  connection  with  what  is  said  above,  I  quote  from  the  speech  of 
President-elect  Warren  G.  Harding  to  the  Western  Governors  on 
August  31,  1920: 

"  The  intermountain  and  Pacific  West  is  endowed  with  riches 
known  to  no  other  region  of  the  world.  We  came  to  a  new 
appreciation  of  these  riches  during  the  anxieties  of  the  World 
War.  Necessity  and  a  new  realization  of  self-dependence  led  us 
to  appraise  the  vast  deposits  of  phosphates  and  the  lakes  of 
potash  and  mines  of  tungsten,  and  we  encouraged  the  production 
of  silver  and  added  to  the  output  of  lead  and  copper,  because  the 
warring  world  had  no  other  such  dependable  supply.  We  turned 
to  the  abundance  of  spruce  for  our  aeroplanes,  and  the  rare 
metals  for  alloys,  and  we  found  the  limitless  abundance  of  coal 
and  used  it  to  bunker  the  shipping  of  the  Pacific.  We  increased  the 
supply  of  the  long  staple  cotton,  and  of  wool,  and  of  meats  and 
fruits.  Whatever  it  was  that  the  world  greatly  needed  and  was 
listed  in  our  necessities,  we  discovered  a  goodly  and  reassuring 
share  of  it  in  the  vast  storehouse  of  the  almost  untouched  natural 
resources  of  the  great  West. 

"  During  the  war  we  made  a  good  deal  of  progress  toward 
development  of  these  resources,  because  the  war  made  rapid  and 
intensive  effort  necessary.  But  with  the  end  of  the  war  there 
came  a  tendency  to  slacken  development.  We  find  that  some 
things  were  started,  and  then  neglected  or  forgotten.  With 
correct  vision  of  a  long  future,  contemplating  continued  growth, 
we  might  well  recognize  that  to  this  intermountain  empire  we 
must  turn  for  the  same  service  as  that  which  was  rendered  by  our 
central  plains  when  they  were  brought  into  productivity  following 
the  civil  war. 

"  Our  vision,  then,  of  the  ultimate  development  of  the  mountain 
empire,  reveals  a  great  region,  developed  uniformly,  with  regard 
to  all  its  variegated  possibilities.  I  have  never  been  able  to  think 
of  '  reclamation'  as  connoting  merely  the  construction  of  ditches,, 
and  dams,  and  reservoirs,  to  put  water  on  dry  lands.  In  my 
view  this  has  been  only  a  phase — though  a  most  important  phase 
— of  reclamation.  I  have  believed  that  our  mountain  West  is 
one  day  to  be  one  o^the  richest  and  most  completely  self-con- 
tained economic  areas  in  the  world.  My  vision  of  the  future 
pictures  it  as  a  wonderland  whose  streams  are  harnessed  to  great 
electrical  units,  from  which  flows  the  power  to  drive  railway  trains, 
to  operate  industries,  to  carry  on  the  public  utilities  of  cities, 
to  smelt  the  metals,  and  to  energize  the  activities  of  a  teeming 
population.  *  *  * 

"  The  only  problem  in  the  conservation  of  waters  is  to  see  to 
it  religiously  that  this  great  inheritance  of  the  people  is  not 
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monopolized  for  private  enrichment,  and  of  this  there  can  be 
little  danger  if  the  state — and  the  nation,  when  it  has  the  juris- 
diction— shall  wisely  exercise  the  powers  of  regulation  which  it 
possesses  in  respect  to  all  public  utilities. 

"  Not  long  ago,  a  great  journal  of  the  South  published  an 
interview  in  which  I  attempted  to  suggest  my  hope  and  aspiration 
for  the  new  South  as  a  developed,  renewed  and  finished  com- 
munity, based  on  the  proper  and  complete  utilization  of  all  its 
opportunities.  I  have  a  similar  thought  about  the  possibilities  of 
the  mountain  West.  The  '  Great  American  Desert '  disappeared 
out  of  our  minds  and  geographies  long  ago,  but  we  have  retained 
the  impression  that  our  Rocky  Mountain  area  could  never  sustain 
populations  and  industries  comparable  with  those  of  the  central 
valley  or  the  East,  or  the  South.  This  has  done  injustice  to  the 
Far  West.  The  richness  of  its  mountains,  the  power  of  its 
streams,  the  productivity  of  its  valleys,  and  the  variety  of  its 
climate  and  opportunity,  the  possibility  of  its  dry  areas,  all 
suggest  its  destiny  to  become  the  seat  of  an  ideal  civilization.  *  *  * 

"  We  must  have  that  far-western  awakening  which  shall  prove 
an  effective  corrective  of  the  concentration  of  population  and  the 
regional  specialization  of  industry  which  has  been  repeatedly 
called  to  our  attention  and  has  inclined  to  make  of  us  a  sectional 
America. 

"  We  must  make  our  mountain  West  a  country  of  homes  for 
people  who  need  homes.  It  has  everything  that  they  will  need. 
It  can  provide  them  with  food,  with  the  materials  for  industry, 
with  lumber  from  its  forests,  with  metals  and  minerals  from  its 
mines,  with  power  from  its  streams,  and  waters  for  the  irrigation 
of  its  land.  And  the  work  must  be  so  done  that  it  will  inure  most 
to  the  advantage  of  society  and  the  development  of  the  independ- 
ent, self-sustaining  family  unit  in  our  citizenship.  There  must  be 
proper  co-operation  and  direction  in  this  development,  but  there 
must  be  all  care  to  prevent  monopolization  of  resources  and 
opportunities. 

"  It  has  been  intimated  by  some  who  take,  I  feel,  the  narrow 
view,  that  the  industry  of  the  East,  and  the  agriculture  of  the 
Middle  West  and  South,  will  not  view  favorably  the  proposal  to 
develop  new  industry  and  new  agriculture  in  the  mountain 
country  to  compete  with  them.  I  confess  to  very  little  sympathy 
with  this  attitude.  The  sons  of  New  York  and  New  England 
built  the  great  states  of  the  Ohio  valley;  and  the  sons  of  the 
Ohio  valley  reared  the  splendid  commonwealths  beyond  the 
Mississippi.  The  sons  of  every  generation,  in  our  country,  have 
been  the  pioneers  of  some  new  land. 

"  Today  we  are  informed  on  the  basis  of  statistics  that  if  the 
demands  of  a  rapidly-increasing  population  are  to  be  met,  new 
farms  must  be  opened  at  a  rate  of  100,000  annually.  The  sad 
fact  is  that  only  half  that  number  are  being  added  to  our  equip- 
ment for  production  every  year.  The  United  States  has  changed, 
from  a  basicly  agricultural  to  an  agricultural  and  industrial  nation. 
In  1920  statistics,  we  are  told,  will  show  that  our  population  is 
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preponderously  urban.  More  foodstuffs  must  be  had ;  farms  now 
operating  will  not  supply  present  demands.  The  one  solution  is 
to  bring  more  land  into  production." 

NEVADA,  ARIZONA  AND  NEW  MEXICO  PASSENGER  FARES. 

The  trunk-line  carriers  have  withdrawn  all  scrip  books,  round-trip 
and  excursion  fares  since  the  order  in  Ex  Parte  74  and  are  assessing 
3.6c.  fares  per  mile  throughout  the  country  except  in  certain  intermoun- 
tain  states.  Interstate  fares  amounting  to  4.8c.  and  6c.  per  mile  are  being 
assessed  on  the  main  lines,  while  6c.  and  7.2c.  interstate  fares  are 
being  enforced  on  the  branch  lines  to  and  from  points  outside  to 
points  within  Nevada,  Arizona  and  New  Mexico.  Although  complaint 
has  been  made  and  the  case  heard  and  submitted  to  the  Interstate 
Commerce  Commission  for  the  establishment  of  reasonable  rates,  the 
aforesaid  example  shows  the  fallacy  of  granting  the  carriers  horizontal 
rate  increases  without  regard  to  the  reasonableness  to  the  public,  and 
indicates  that  the  carriers  have  little  or  no  regard  for  the  welfare  of 
the  people  in  these  pioneer  sections.  The  carriers  plead  sparsity  of 
population  throughout  this  portion  of  their  system  and  allege  that 
revenues  are  relatively  small,  although  practically  all  of  the  service 
rendered  is  that  afforded  by  the  starting  and  stopping  of  through 
trans-state  trains.  These  States  are  in  the  development  stage  and,  of 
course,  cannot  make  a  strong  bid  for  new  colonists  on  such  terms  as 
these.  There  is  no  precedent  for  such  action  throughout  the  period  of 
development  of  the  Central  and  Western  prairie  States.  On  the 
contrary,  low  passenger  fares  were  always  established  for  the  purpose 
of  aiding  in  settling  up  new  territory.  Oklahoma,  for  example,  was 
settled  and  developed  by  Congress  refusing  to  let  the  railroads  assess 
more  than  a  3c.  fare,  which  was  fixed  on  the  basis  of  the  rates  in 
Kansas  and  Texas,  although  the  latter  states  were  well  developed  and 
afforded  good  revenues  to  the  carriers  while  the  railroads  pioneering 
their  way  through  Oklahoma  were  unable  to  make  any  substantial 
revenue  therein  until  after  they  had  assisted  in  building  up  the  State. 

I  herewith  refer  to  and  make  a  part  hereof,  an  excerpt  from  an 
able  address  by  Commissioner  C.  C.  McChord,  which  was  made  a  part 
of  Senator  Pittman's  address  on  the  railroad  question  on  the  floor  of 
the  Senate,  August  1,  1918.  (See  Congressional  Record  of  said  date.) 

I  also  refer  to  and  make  a  part  hereof  a  summarized  statement  cov- 
ering the  new  Transportation  Act  which  some  months  ago  I  forwarded 
to  other  members  of  the  Rate  Committee.  It  was  also  put  in  evidence 
before  the  Interstate  Commerce  Commission  in  Ex  Parte  74  and  it 
has  been  placed  before  the  people  of  Nevada  for  their  information  and 
consideration. 

I  also  give  reference  to  the  Nevada  Commission's  decision  in -the 
recent  advance  rate  case,  C-614,  decided  September  17,  1920,  in  which 
the  carriers'  applications  for  authority  to  apply  horizontal  increases 
in  freights  and  fares  as  authorized  in  Interstate  Commerce  Commis- 
sion's Ex  Parte  74,  were  denied. 

Respectfully  submitted, 

J.  T.  SHAUGHNESSY, 

Chairman  Rate  Committee, 
National  Association  Railway  &  Utilities  Commissioners. 
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STATEMENT  OF  HONORABLE  C.  C.  McCnoRD  ON  THE  RAILROAD 

QUESTION. 

There  are  some  conditions  peculiar  to  our  own  country  that  call 
for  immediate  action  if  they  are  to  be  made  consistent  with  that  read- 
justment which  shall  permit  of  progress  in  a  way  of  broader  and 
better  national  life. 

What  is  needed  in  this  country  is  a  wider  diffusion  of  manufacturing 
industries  and  the  local  supply  of  the  necessaries  of  life.  Products 
of  our  factories  are  distributed  throughout  the  land,  but  under- circum- 
stances of  such  economic  waste  as  to  demand  a  radical  change.  In 
the  development  of  manufacturing  many  elements  have  conspired  to 
confine  factories  to  limited  territories  or  particular  cities.  There  has 
always  been  a  desire  upon  a  part  of  our  people  to  locate  the  factory 
near  the  region  of  supply.  As  our  Middle  Western  and  border  South- 
ern States  began  to  be  developed  after  .the  Civil  War,  the  constant 
effort  of  the  smaller  cities  and  towns  was  to  secure  factories  of  various 
kinds.  There  is  hardly  a  town  of  1,000  population  or  more  in  the 
States  of  Ohio,  Indiana,  Illinois,  Michigan,  Wisconsin,  Iowa,  Misouri, 
Kentucky,  Virginia,  and  West  Virginia  that  from  1875  to  1895  did  not 
endeavor  to  secure  manufacturing  industries.  During  that  period,  by 
the  payment  of  large  bonuses,  or  offers  of  free  taxes,  coal,  and  water, 
many  of  them  secured  the  location  of  factories  that  gave  promise  of 
affording  cheap  material  for  home  consumption,  and  a  distribution  of 
the  surplus  to  neighboring  towns.  Many  of  these  factories  proved  to 
be  failures  and  a  ride  over  the  country  today  discloses  crumbling 
buildings  and  smokestacks  in  many  towns  and  villages  as  grim  monu- 
ments of  the  dead  hopes  of  their  projectors.  Not  all.  of  these  were 
properly  located,  many  of  them  were  the  result  of  the  dreams  of  some 
inventor  of  a  short  cut  to  wealth,  but  most  of  them  should  have  sur- 
vived, and  would  have  done  so  except  that  influences  were  at  work 
that  made  success  impossible.  Among  the  chief  of  these  was  the  fact 
that  the  railroads  favored  certain  manufacturing  centers  in  the  way  of 
facilities  and  rates. 

The  freight  traffic  manager's  business  was  to  secure  tonnage  for 
the  particular  railway  by  which  he  was  employed.  Long  hauls  in  large 
lots  afforded  attractive  business  that  added  to  the  aggregate  of  the 
returns  to  the  carrier  from  his  efforts  and  led  to  his  preferment  by 
those  higher  up  in  the  control  and  management  of  the  road.  Competi- 
tion for  business  at  points  reached  by  several  railroads  was  keen  and 
incessant.  The  more  railroads  that  served  a  particular  point  the  keener 
the  struggle  between  rival  traffic  officials  for  business.  For  many  years 
previous  to  1900  and  by  many  roads  until  1906,  rebates  were  paid 
to  secure  business  to  such  an  extent  that  officials  have  frankly  admitted 
in  evidence  in  proceedings  before  the  Interstate  Commerce  Commis- 
sion that  few  carriers  pretended  to  collect  more  than  80  per  cent,  of 
the  advertised  rates  on  shipments  from  competitive  points.  Railroads 
were  built  from  business  centers  to  business  centers.  Some  reached 
the  objective  points  by  short  direct  routes,  and  others  by  long  indirect 
routes.  The  latter,  in  order  to  do  business  at  the  competitive  point, 
met  the  rates  named  by  the  short  line,  meanwhile  maintaining  higher 
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rates  at  shorter  distance  points  on  their  own  lines.  In  the  same  way 
competition  by  boats  on  our  inland  and  coastwise  waterways  was  met 
by  all-rail  carriers  until  transportation  by  water,  so  far  as  our  inland 
rivers  are  concerned,  has  been  nearly  abandoned.  Cities  and  towns 
along  these  rivers  entitled  to  enjoy  the  cheaper  water  transportation 
were  deprived  of  the  advantage  of  their  location. 

The  inducement  to  give  the  larger  shipper  and  all  shippers  from 
manufacturing  centers  an  adequate  supply  of  cars,  transit  privileges, 
switching  arrangements,  etc.,  was  ever  present,  and  the  force  of  com- 
petition operated  in  favor  of  such  shippers. 

These  considerations  rendered  it  impossible  for  the  factory  at  the 
small  town  to  compete  in  the  sale  of  its  product  with  a  factory  pro- 
ducing the  same  product  at  the  larger  and  more  favored  city.  The 
result  was  that  the  factory  in  the  small  town  ceased  to  operate  and  its 
employees  were  compelled  to  seek  employment  in  the  centers  of  pro- 
duction. *  *  * 

It  seems  to  be  conceded  by  everyone  that  no  matter  what  is  done 
with  respect  to  the  great  transportation  systems  of  the  country  after 
the  war  is  over,  that  certain  condemned  practices  and  the  unbridled 
competition  of  past  years  is  at  an  end,  and  that  by  some  means  the 
carriers  of  the  future  will  be  under  such  regulations  as  will  insure 
the  largest  and  most  effective  use  of  the  facilities  they  have  for  the 
conduct  of  the  transportation  business  of  the  land  without  favor  to 
one  shipper  or  prejudice  to  another. 

The  most  important  matter  just  now,  however,  is  the  part  that  the 
railroads  should  play  in  the  readjustment  that  must  be  made  in  our 
industrial  and  economic  conditions.  As  before  noted,  it  has  come 
about  that  the  large  part  of  our  manufacturing  is  done  in  our  cities. 
The  greatest  manufacturing  cities  of  the  Nation,  considering  the 
variety  and  quantity  of  production,  are  Chicago,  111.,  and  Philadelphia, 
Pa.  Southern  New  England  has  developed  into  a  succession  of  manu- 
facturing cities.  Pittsburgh  dominates  the  iron  and  steel  industry  and 
controls  prices  wherever  sales  may  be  made  in  this  country,  as  Chicago 
dominates  and  controls  the  prices  of  meats  and  their  products.  New 
York  City  produces  immense  quantities  of  ready-made  clothing,  em- 
ploying thousands  in  sweatshops  of  unsavory  surroundings.  The 
result  is  that  workmen  and  women  in  largest  numbers  live  under  con- 
ditions that  are  not  sanitary,  wholesome,  nor  conducive  to  good  morals. 
This  has  happened  in  a  country  that  is  less  densely  populated  than  any 
of  the  great  nations  of  earth,  and  where  there  is  room  enough  for 
every  citizen  and  resident  to  enjoy  his  full  share  of  pure  air  and  sun- 
light, and  to  live  under  conditions  conducive  to  health,  morality  and 
happiness.  It  would  also  enable  him  to  secure  a  home  at  moderate 
cost,  or  at  a  reasonable  rental,  with  an  area  of  ground  sufficient  to 
permit  him  to  cultivate  a  garden  where  fresh  vegetables  may  be  grown 
for  his  own  use. 

Many  good  people  have  organized  societies  and  have  expended  large 
sums  of  money  in  philanthropic  efforts  to  induce  immigrants  and  others 
to  shun  the  haunts  of  their  fellows  in  crowded  cities  and  seek  homes 
in  the  South  and  West  where  conditions  are  wholesome.  In  this  they 
have  met  with  a  measure  of  success  and  thriving  communities  composed 
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of  different  nationalities  may  be  found  scattered  over  the  land.  At  the 
same  time,  however,  our  cities  have  continued  to  increase  in  population 
and  living  conditions  there  have  not  improved  as  a  consequence. 

There  are  many  considerations  that  dictate  a  relocation  of  our 
manufacturing1  industries.  In  the  first  place,  it  costs  more  to  do  busi- 
ness in  a  city  than  in  the  country.  Land  values  and  costs  of  construc- 
tion of  plants,  taxes,  etc.,  constitute  charges  that  must  be  met  from 
earnings.  It  costs  more  to  live  in  a  city  than  in  the  country.  A  lower 
wage  payment  in  the  country  than  in  the  city  would  enable  the  work- 
man to  secure  more  comforts  of  life,  to  clothe  his  family  better,  and 
educate  them  more  adequately.  If  the  factory  is  located  near  the  raw 
product,  there  is  saving  in  transportation  costs  which  will  be  reflected 
in  net  earnings. 

An  economic  change  has  been  taking  place  in  this  country,  particu- 
larly during  the  last  decade,  the  importance  of  which  is  not  generally 
realized.  Consumers  seem  to  be  making  the  effort,  so  far  as  possible, 
to  eliminate  the  middle  man.  The  notion  seems  to  be  growing  that 
there  is  no  necessity  to  pay  the  charges  of  middlemen  to  handle  goods 
on  their  way  from  the  factory  to  the  ultimate  consumer.  The  desire 
upon  the  part  of  the  consumer  to  secure  his  needed  articles  as  cheaply 
as  possible  is  responsible  for  the  great  mail-order  houses  of  the  country 
that  are  doing  a  large  and  increasing  business.  It  was  testified  in  a 
case  before  the  Interstate  Commerce  Commission  that  one  mail-order 
house  shipped  from  its  main  plant  an  average  of  167  carloads  of  less- 
than-carload  freight  every  day  during  the  year  1915.  Here,  again,  the 
public  is  demonstrating  its  desire  to  secure  manufactured  products 
from  first-hand  sources. 

Low  freight  rates  have  been  initiated  and  maintained  for  years 
from  producing  centers  to  important  junction  and  jobbing  cities  and 
towns.  To  towns  beyond  higher  rates,  both  actually  and  relatively, 
have  been  maintained.  Through  rates  from  factories  of  great  produc- 
ing territories  to  towns  beyond  the  jobbing  centers  are  made  up  of  a 
combination  of  the  rates  to  such  centers  and  those  beyond.  The  result 
is,  in  many  instances,  to  deprive  the  country  point  of  just  rates.  *  *  * 

It  has  been  said,  with  a  good  deal  of  truth,  that  as  a  people  we  are 
profligate  wasters.  Our  boundless  resources,  many  of  them  still  in  a 
state  of  development,  have  led  us  to  the  belief  that  the  springs  from 
which  flow  our  supplies  are  inexhaustible,  and  that  the  plentiful  streams 
will  flow  on  uninterruptedly  forever.  Is  not  this  the  time,  has  not  the 
hour  struck,  that  should  arouse  us  to  action  that  shall  secure  to  us  and 
bur  descendants  the  full  measure  of  benefit  that  may  come  from  nature's 
bounty  spread  round  us  on  every  hand  ? 

In  very  recent  years  there  has  been  here  and  there  a  man  whose 
vision  has  been  broad  enough  to  see  what  it  is  the  consuming  public 
demands  and  has  attempted  to  meet  it.  One  concern  has  in  recent 
years,  by  co-operation  with  residents,  induced  the  building, by  local 
capital  of  hundreds  of  flour  mills  at  country  points  in  the  Middle 
West  and  South,  which  supply  consumers  in  the  region  around  each 
mill  with  flour,  meal  and  feed.  Another  man  owns  in  his  own  right 
many  branch  houses  for  distribution  of  groceries,  merchandise,  and 
general  household  necessities.  He  ships  to  the  branch  houses  in  car- 
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load  lots  and  distributes  to  his  customers  in  auto  trucks.  He  is  doing 
a  large  and  thriving  business.  Both  of  these  institutions  are  repre- 
sentative of  a  class  that  have  recently  come  into  existence. 

Does  not  the  public  demand  which  these  institutions  seek  to  meet, 
point  the  way  to  a  solution  in  part  of  the  reconstruction  problem  that 
now  confronts  us?  If  wage  scales  are  to  be  readjusted  downward 
to  meet  conditions  in  times  of  peace,  the  wider  diffusion  of  factories 
presents  an  alluring  way  out.  What  the  workman  desires,  and  what 
he  has  the  right  to  demand,  is  opportunity  to  live  in  comfort.  Reduc- 
tion in  the  rate  of  his  daily  wage  means,  as  he  now  sees  it,  lessened 
opportunity  to  secure  to  himself  and  his  family  those  necessities  which 
go  to  make  comfort  in  daily  life.  In  most  any  country  town  of  1,500 
or  more  population  that  might  be  named  in  the  Middle  West  or  the 
South,  there  is  opportunity  to  live  better  and  enjoy  more  of  the  real 
comforts  of  life  at  materially  lower  wages,  than  even  an  approach  to 
the  same  state  of  livelihood  can  be  secured  in  any  manufacturing 
center.  *  *  * 

In  the  country  there  is  pure  air  and  sunlight.  The  surroundings  are 
clean,  sanitary,  and  moral.  In  such  an  atmosphere  a  workman  can 
easily  rear  a  family  of  sturdy  boys  and  girls,  and  live  a  life  of  peace 
and  happiness  impossible  for  him  to  live  in  the  crowded  and  unwhole- 
some conditions  of  congested  centers.  In  the  country  he  is  afforded 
opportunity  to  buy  products  of  the  soil  first-handed  for  his  table  at 
reasonable  prices,  and  the  admirable  schools  and  religious  institutions 
now  in  existence  everywhere  insure  to  his  children  every  chance  to 
lay  the  foundation  of  good  citizenship. 

Prior  to  about  the  year  1880  our  inland  waterways  had  an  im- 
portant part  in  transporting  the  commerce  of  the  Nation.  Within  a 
decade  from  1880  many  boat  lines  disappeared  from  all  rivers,  and 
to-day  only  an  insignificant  percentage  of  freight  tonnage  is  trans- 
ported by  water  anywhere  in  the  country.  The  boat  lines  were  either 
absorbed  by  railroads'  and  their  operations  abandoned,  or  carriers 
made  rates  for  freight  so  low  to  competitive  boat-line  points  as  to  make 
the  business  unprofitable  to  the  boat  line.  Spasmodic  efforts  to 
rehabilitate  water  transportation  have  been  made  from  time  to  time  in 
recent  years  by  individuals  or  communities,  but  they  have  not  met 
with  success  because  of  continued  opposition  of  railroad  interests. 
There  never  has  been  any  good  reason,  and  there  is  none  now,  why 
our  rivers,  on  which  the  Federal  Government  has  expended  millions 
of  dollars  of  the  public  money,  should  not  be  brought  into  transporta- 
tion service. 

The  National  Shipping  Board  is  rapidly  building  up  our  merchant 
marine  on  such  a  scale  as  to  call  for  the  admiration  of  all  maritime 
nations  (ranking  second  in  the  world  to-day,  1920 — J.  F.  S.).  A  por- 
tion of  the  energy  of  this  admirable  agency  will  doubtless  be  intensi- 
fied, as  it  should  be,  in  the  building  of  steamboats  and  barges  to  move 
across  the  waters  of  our  inland  streams  and  lakes,  as  well  as1  the  bays 
and  oceans  of  our  coast-line. 

Thoughtful  study  should  now  be  given  to  the  equalization  of  rates 
for  freight  transportation,  and  as  to  whether  higher  rates  should  for 
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the  future  be  permitted  for  shorter  than  for  longer  distances  over  the 
same  line  or  route,  the  shorter  being  included  within  the  longer  dis- 
tance, and  whether  combinations  of  rates  and  transit  privileges  that 
now  unduly  favor  certain  jobbing  and  junction  points  should  be  can- 
celed and  reasonable  through  rates  established  to  all  points.  Trans- 
portation by  boat  on  our  rivers  and  coast-lines  should  be  encouraged 
to  relieve  rail  carriers  at  congested  cities  and  ports.  Steps  have  already 
been  taken  under  Federal  control  to  divert  traffic  from  congested 
North  Atlantic  ports  to  those  of  the  South  and  on  the  Gulf  of  Mexico. 
Rates  should  be  made  and  facilities  provided  so  that  each  port  of 
the  United  States,  from  Galveston,  Texas,  to  Bangor,  Me.,  shall  receive 
its  share  of  traffic  under  the  most  economical  transportation  conditions. 
Relatively  the  same  facilities  should  be  furnished  the  factory  that  ships 
1  carload  a  day  as  the  one  that  ships  10  or  more  carloads.  The  oppor- 
tunity to  do  a  manufacturing  business  at  a  profit  should  be  afforded 
at  any  point  in  the  country.  The  supply  of  raw  material  and  the 
possible  field  of  consumption  will  dictate  the  location. 

There  are  many  other  matters  which  may  be  necessary  to  consider 
in  connection  with  the  possible  reconstruction  here  indicated.  One  of 
them  is  the  opportunity  for  financial  support  to  industrial  enterprises. 
In  the  past  many  factories  have  been  located  in  already  congested  dis- 
tricts at  the  behest  of  those  who  furnish  the  financial  backing.  In  this 
way  high-priced  land  was  disposed  of  and  costly  buildings  erected, 
which  enhanced  the  value  of  vacant  adjacent  lands.  Interlocking  di- 
rectors of  banks,  railroads,  and  factories  have  doubtless  influenced  the 
formation  and  perpetuation  of  conditions  that  have  prevailed  and  to 
some  extent  yet  prevail.  This  matter  is  now  largely  behind  us  and 
should  present  no  insuperable  barrier  in  the  future  to  the  wider  distri- 
bution of  manufacturing  establishments. 

A  new  era  is  at  hand.  The  carriers  of  the  country  for  the  future 
are  to  serve  the  public  interests.  The  dictates  of  selfishness  and  private 
greed  that  have  for  so  long  a  time  controlled  the  policy  and  manage- 
ment of  our  great  transportation  system  no  longer  constitute  the  guide 
for  action.  In  a  time  like  this,  when  readjustment  of  industrial  and 
economic  conditions  is  imperative,  the  railroads  must  do  their  part 
to  the  end  that  there  may  be  decided  progress  on  the  highway  that 
leads  to  equality  and  opportunity  for  all  and  to  ultimate  national  great- 
ness and  individual  contentment. 

SUMMARIZATION  OF  STATEMENT  AND  TESTIMONY  SUB- 
MITTED BEFORE  THE  INTERSTATE  COMMERCE 
COMMISSION  IN  EX  PARTE  74,  AND  TO  MEM- 
BERS OF  THE  RAILROAD  RATE 
COMMITTEE. 

WASHINGTON,  June  12 — That  Nevada  and  the  intermountain  coun- 
try generally  should  be  exempted  from  the  general  24  per  cent,  freight 
rate  increase  proposed  by  the  western1  railroads,  at  least  until  there 
has  been  an  equalization  of  the  other  rates  which  discriminate  against 
the  intermediate  territory,  was  contended  before  the  Interstate  Com- 
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merce  Commission  today  in  the  billion  dollar  rate  increase  hearings 
by  J.  F.  Shaughnessy,  Chairman  of  the  Nevada  Railroad  Commission. 
Mr.  Shaughnessy  also  appeared  for  the  Intermediate  Rate  Associa- 
tion, representing  Eastern  Washington,  Eastern  Oregon,  Montana, 
Idaho,  Utah,  Arizona  and  New  Mexico,  and  laid  before  the  Commis- 
sion the  protests  of  the  public  utilities  commissions  and  shippers  of 
those  communities  against  any  further  increase  in  the  transportation 
burdens  under  which  they  are  now  working.  Mr.  Shaughnessy  de- 
clared that  a  thorough  investigation  should  be  made  of  the  present  rate 
structure,  which  he  believed  would  show  that  the  present  rates  paid  by 
the  intermountain  shippers  are  fully  compensatory;  that  the  applica- 
tion of  a  percentage  increase  would  magnify  the  discriminations  under 
which  they  now  labor,  and  that  further  increase  would  tend  to  defeat 
the  very  purpose  of  the  railroads  because  it  would  dry  up  traffic  or 
drive  it  to  auto  truck  lines  and  parcel  post.  He  also  urged  that  the 
railroads  be  required  to  show  an  increase  in  efficiency  of  operation 
before  asking  additional  revenue  and  contended  that  the  difference 
between  the  free  and  the  half  land  grant  rates  collected  by  the  roads 
on  government  war  traffic  and  the  full  rates  they  will  receive  from 
the  commercial  traffic  which  is  taking  its  place,  will  alone  be  sufficient 
to  put  the  railroads  in  a  prosperous  condition. 

Mr.  Shaughnessy  expressed  the  opinion  that  the  land  grant  reduc- 
tions in  the  rates  received  by  the  western  carriers  during  1918  and 
1919  would  amount  to  a  billion  dollars  when  the  figures  are  all  in,  al- 
though Chairman  Clark  of  the  Commission  said  that  Edward  Cham- 
bers, vice-president  of  the  Santa  Fe,  former  Director  of  Traffic  for 
the  Railroad  Administration,  had  testified  that  it  amounted  to  only 
$5,000,000. 

"  We  earnestly  protest  against  the  granting  of  the  carriers'  applica- 
tion for  a  24  per  cent,  increase  in  rates,"  said  Mr.  Shaughnessy,  "  on 
the  ground  that  the  book  cost  basis  established  is  erroneous  and  not 
acceptable  to  the  people  of  the  country,  and  that  if  the  increases  in 
question  are  literally  applied  they  will  strangle  certain  lines  of  in- 
dustry, dry  up  traffic  to  an  extent  that  will  cause  a  serious  reduction 
in  the  volume  of  traffic  and  railway  earnings,  and  because  further 
increases  in  rates  will  increase  living  costs,  following  which  there  will 
be  heavy  increases  in  the  cost  of  labor,  materials  and  supplies,  and 
finally  government  ownership ;  because  in  my  view  the  people  will  not 
stand  for  these  continually  rising  costs  of  transportation.  It  is  ex- 
ceedingly doubtful  whether  they  will  give  approval  to  a  general  in- 
crease in  freight  rates  throughout  the  United  States  higher  than  the 
25  per  cent,  increase  which  was  made  by  General  Order  No.  28  for 
war  emergency  purposes. 

"  In  support  of  that  we  have  the  experience  of  the  effect  of  the 
increase  made  by  the  Railroad  Administration.  We  know  that  there 
immediately  followed  an  increase  in  the  cost  of  living,  which  justified 
an  increase  in  wages  to  all  labor,  and  we  are  therefore  sure  that  if 
another  25  per  cent,  increase,  or  anything  approaching  it,  is  spread 
over  the  business  of  this  country,  within  a  reasonable  period  of  time 
necessary  to  accomplish  an  upward  readjustment  all  along  the  line 
the  carriers  will,  while  upon  a  higher  cost  basis,  find  themselves  in 
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relatively  the  same  earning-  and  credit  condition  in  which  they  now 
are  and  they  will  again  be  before  this  Commission  asking  for  further 
credit,  loans  and  increases  in  rates. 

The  increases  should  be  denied,  except  insofar  as  the  Commission 
may  find  it  necessary  to  increase  rates  throughout  certain  sections  by 
process  of  equalization.  The  United  States  Steel  Corporation  has 
recently  taken  a  stand  and  prevented  any  further  increase  in  the  price 
of  iron  and  steel,  and  we  think  the  same  procedure  should  be  taken 
by  some  big  leader  at  the  head  of  the  railway  financial  world.  If  the 
financial  powers  cannot  be  induced  to  exercise  this  character  of  vision, 
and  thereby  assist  in  bringing  about  a  stabilization  of  business  gen- 
erally,  it  is  incumbent  upon,  and  clearly  the  duty  of,  the  Interstate 
Commerce  Commission  to  either  take  such  action  as  it  can  along  this 
line  or  to  report  back  to  Congress  or  to  the  people  of  the  country  for 
relief  in  the  premises. 

The  railroads  are  here  asking  for  a  billion  dollar  increase  in  rates 
and  have  also  given  notice  that  still  another  billion  dollars  per,  annum 
increase  will  be  necessary  following  the  granting  of  increased  wages 
by  the  Labor  Board,  to  the  railway  employees.  Under  these  circum- 
stances, if  the  federal  and  State  commissions  of  this  country  are  to  be 
used  merely  as  validating  agencies  for  the  purpose  of  fixing  higher 
rates  on  the  basis  of  bookkeeping  showings  of  increased  and  con- 
stantly increasing  prices  of  transportation,  based  upon  unregulated 
prices  of  commodities  and  cost  of  living,  which  force  corresponding 
increases  in  the  cost  of  labor,  materials  and  supplies,  the  public  will 
adopt  other  means  of  bringing  about  some  more  satisfactory  result. 

It  is  idle  to  discuss  the  question  of  aggregate  book  cost  with  a  view 
to  fixing  rates  which  will  produce  a  6  per  cent,  return,  because  it  can- 
not be  done  without  ruining  certain  railroads  and  seriously  injuring  the 
communities  served.  For  example,  we  have  a  sixty-seven  mile  rail- 
road, the  Virginia  and  Truckee.  For  the  past  five  years  it  has  made 
an  average  net  income  of  approximately  $30,000  per  annum,  or  an 
average  of  4  per  cent.,  upon  a  valuation  of  $750,000,  whereas  the 
aggregate  book  cost  of  this  property  is  $4,450,000,  and  its  estimated 
cost  of  reproduction  is  approximately  $1,250,000.  While  some  of  the 
traffic  which  moves  over  this  line  will  bear  a  substantial  increase  in 
rates  and  better  interline  divisions  from  connecting  carriers,  any  ef- 
fort which  might  be  made  to  produce  a  5^2  per  cent,  return  on  said 
aggregate  value  would,  of  course,  turn  practically  all  of  the  business 
over  to  auto  truck  and  stage  line  companies.  These  short  line  rail- 
ways are  highly  essential  local  and  interline  public  service  agencies,  and 
feeders  and  distributors  of  carload  traffic  for  the  trunk  line  carriers, 
and  therefore  should  be  granted  better  divisions  in  the  rates  covering 
interline  traffic." 

In  addition  to  attacking  the  book  cost  basis  used  by  the  railroads, 
Mr.  Shaughnessy  also  urged  that  the  railroads  have  made  no  such 
showing  of  efficiency  as  to  justify  rate  increases  at  this  time.  "  Dur- 
ing the  war,"  he  said,  "  the  Council  of  National  Defense,  after  an  in- 
vestigation, found  that  freight  cars  were  in  the  hands  of  the  shippers 
37  per  cent,  of  the  time  and  that  of  the  balance,  or  63  per  cent,  of  the 
time  that  they  were  in  the  possession  of  the  carriers,  they  were  moving 
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but  11  per  cent,  of  the  time.  Based  upon  conditions  of  today,  there  is 
no  improvement  in  the  operating  performance. 

"  Slow  train  movement  of  approximately  ten  miles  per  hour  and 
consequent  car  shortages  are  responsible  for  the  failure  to  move  the 
traffic  that  would  otherwise  be  secured  if  the  trains  were  not  over- 
loaded and  the  movement  speeded  up  to  an  average  of  approximately 
fifteen  miles  per  hour*  to  relieve  the  car  shortage.  This  would  give 
the  public  that  character  of  service  to  which  it  is  entitled,  and  in  my 
judgment  it  is  the  duty  of  this  Commission  to  require  that  such  a 
standard  of  service  be  rendered. 

'  The  remedy  for  this  situation  is  certainly  not  to  be  found  in  the 
purchase  of  enlarged  equipment  and  increased  trainloading  with  slower 
movement  per  train  hour  and  per  car  day.  As  I  understand  the  car- 
riers' application,  it  is  a  plea  that  may  comprise  just  such  a  state  of 
facts,  because  the  arguments  which  they  have  presented  here  go  to 
the  question  of  securing  capital,  not  only  for  the  purpose  of  purchasing 
adequate  facilities,  but  also  enlarged  ones  as  well." 

Mr.  Shaughnessy  put  in  evidence  valuation,  earning  and  rate  ex- 
hibits and  read  to  the  Commission  many  telegrams  and  letters  from 
the  intermountain  commissions,  mining,  smelting  and  livestock  organi- 
zations and  short  line  railroads  protesting  against  the  proposed  in- 
crease and  showing  specifically  how  it  would  decrease  production  and 
reduce  the  movement  of  traffic.  Mr.  Shaughnessy  closed  his  testimony 
with  a  formal  application  to  the  Commission,  on  behalf  of  the  inter- 
mountain  commissions,  for  a  ruling  under  the  new  Transportation 
Act  as  follows : 

"  .In  proceeding  to  co-operate  with  the  Interstate  Commerce  Com- 
mission, which  is  welcomed,  the  various  State  commissions  approach 
the  matter  largely  in  the  dark  or  upon  the  basis  of  a  contrariety  of 
assumptions,  which  may  or  may  not  be  borne  out  by  experience.  The 
State  commissions  and  the  people  they  represent  in  their  respective 
commonwealths  are  entitled  to  know  upon  what  basis  the  co-operation 
provided  for  by  the  Transportation  Act  will  be  administered  before  they 
can  intelligently  act  upon  the  questions  at  issue  in  this  and  other 
proceedings  in  their  own  States.  In  order  that  the  public  and  the 
State  authorities  may  be  fully  informed  as  to  these  matters,  and  as 
forming  the  basis  of  protests,  insofar  as  applicable  to  the  carriers' 
applications  here  under  consideration,  we  hereby  put  in  evidence  the 
following  queries,  and  ask  the  Commission  to  consider  and  pass  upon 
them  in  connection  with  their  bearing  upon  the  final  disposition  of 
this  case : 

"(a)  The  question  as  to  how  far  the  new  Transportation  Act  may 
have  the  effect  of  changing  any  of  the  present  adjudicated  principles 
of  regulation,  and  how  best  may  effective  co-operation  between  the 
Federal  and  State  commissions  be  established  to  the  end  that  a  satis- 
factory joint  administrative  policy  may  be  worked  out  without  sacrifice 
of  State  control  over  its  own  commerce. 

"(b)  The  question  of  what  is  the  rate  base  under  the  term  '  aggre- 
gate value '  of  railroad  property  actually  and  beneficially  devoted  to  the 
service  of  the  public,  heretofore  adjudicated  and  termed  '  fair  value,' 
including  the  issue  raised  by  the  recent  Supreme  Court  decision  as  to 
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unearned  increment,  land,  value  and  severance  damages,  and  to  what 
extent  the  Otis  findings  in  the  Minnesota  Rate  Cases  have  been  vali- 
dated by  the  valuation  act  and  the  said  Supreme  Court  decision,  so  as 
to  ultimately,  under  further  suit  before  the  United  States  Supreme 
Court  be  included  as  part  of  the  aggregate  value  for  rate-fixing 
purposes. 

"(c)  Further,  how  should  dead  weight  waste  or  non-productive 
capacity  in  railroad  facilities  be  taken  account  of  in  fixing  rates.  In 
other  words,  the  growing  and  exceedingly  wasteful  tendency  towards 
heavier  rails,  ties,  locomotives  and  freight  and  passenger  cars,  includ- 
ing slower  movement  of  trains,  at  greater  cost  for  labor,  materials 
and  supplies  and  unreasonably  poor  service  to  the  public  by  said  slower 
movement  of  trains — or  by  the  policy,  for  example,  of  '  providing 
one  mammoth  car  to  take  the  place  of  two  reasonably  adequate  cars 
that  formerly  grew,'  and  while  on  the  average  25  per  cent,  less  in 
capacity  and  weight  were,  and  are,  better  adapted  to  the  all-the-year- 
round  movement  of  traffic,  including  service  to  many  more  shippers 
during  car  shortage  periods. 

"(d)  To  what  extent  is  the  new  Transportation  Act  efficacious  in 
controlling  expenditures  for  changing  and  heavier  standards  of  road 
and  equipment,  in  the  face  of  which  there  has  been  no  means  by  which 
we  could  stabilize  rates  and  eliminate  ever-increasing  rates  and  the 
wail  for  more  and  more  railway  credit.  Under  past  railroad  financial 
policy  there  has  been  no  control  exercised  over  the  rapid  enlarge- 
ment which  has  taken  place  in  road  and  equipment  during  the  past 
ten  years  and,  although  this  produced  a  highly  profitable  market  for 
timbers,  ties,  rails,  locomotives,  cars,  coal,  oil  and  all  other  railway 
supplies  and  materials,  does  it  result  in  economy  or  in  waste  when 
the  nation's  railway  plant  as  a  whole  is  considered — including  in  the 
calculation,  of  course,  the  weak  and  the  short  line  railroads  that  have 
been  forced  to  dissipate  their  earnings  by  putting  in  heavier  rails, 
ties,  bridges  and  locomotives  in  order  to  handle  said  heavier  inter- 
change car  equipment  (upon  which  they  are  dependent),  and  especially 
the  increased  operating  cost  which  they  must  bear  in  order  to  handle 
said  foreign  interchange  equipment.  Further,  to  what  extent  is  the 
action  of  interlocking  directorates  in  Wall  Street,  comprising  repre- 
sentatives of  financial,  railroad,  steel,  coal,  oil,  locomotive  and  car 
building,  and  railway  supplies  and  material  companies  responsible  for 
such  wasteful  and  costly  operating  considerations.  In  other  words,  is 
more  than  the  reasonably  adequate  needs  of  the  producing  and  con- 
suming public  considered  in  the  adoption  of  standards,  and  in  addi- 
tions and  betterments  to  the  nation's  railway  plant  because  such  action 
may  result  in  providing  a  lucrative  market  for  the  aforesaid  allied 
industrial  and  financial  interests,  and  to  what  extent  is  it  responsible 
for  continuing  rate  increases. 

"(e)  The  question  of  the  application  of  the  5*/2  per  cent,  return, 
as  near  as  may  be,  and  how  the  aggregate  value  of  railroad  property 
is  to  be  determined,  keeping  in  view  the  application  of  all  adjudicated 
principles  of  regulatory  law  applicable  thereto. 

"(f)  The  question  as  to  how  the  converse  side  of  the  so-called 
Shreveport  cases  shall  be  treated  whereby  the  railroads,  for  the  future, 
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will  doubtless,  as  they  have  in  the  past,  attempt  to  pass  over  a  State 
or  States,  as  over  a  bridge,  in  the  perpetuation  of  long  and  double 
hauling  of  raw  products  to  large  industrial  centers  and  the  manufac- 
tured or  finished  products  back  to  point  of  origin  and  intermediate 
points,  without  regard  to  the  effect  upon  various  commonwealths  in 
their  attempt  to  build  up  and  promote  industrial  enterprises  at  or 
near  the  sources  of  supply  of  raw  materials.  Will  this  result  be  ac- 
complished, as  it  has  been  so  often  in  the  past,  by  a  refusal  of  the 
carriers  to  participate  in  through  joint  rates  with  various  other  car- 
riers sen-ing  particular  States  and  territories  where  such  participa- 
tion would  result  in  breaking  said  long  and  double  hauling  of  traffic — 
especially  on  the  plea  that  the  traffic  originates  on  given  lines  and 
should  therefore  be  treated  in  effect  as  belonging  to  the  originating 
carriers.  Will  the  act  free  the  States  from  these  burdens  on  State 
commerce  as  expeditiously  as  the  act  seems  to  require  with  respect 
to  the  elimination  of  burdens  from  interstate  commerce? 

"(g)  The  question  of  how  the  Fourth  Section  of  the  Act  to  Regu- 
late Commerce,  as  amended  by  the  new  act,  shall  be  administered  for 
the  purpose  of  meeting  actual  water  competition,  and  in  the  establish- 
ment of  import  and  export  rates. 

"(h)  The  question  as  to  how  the  Interstate  Commerce  Commis- 
sion will  administer  that  provision  of  the  new  Transportation  Act 
(Section  15)  which  authorizes  it  to  initiate  rates,  and  to  what  extent 
will  its  exercise  affect  State  rates  and  their  regulation. 

"(i)  The  quesion  of  the  initial  revolving  fund  of  three  hundred 
million  dollars  provided  for  by  the  new  Transportation  Act.  To  what 
extent  will  the  Interstate  Commerce  Commission  feel  called  upon  to 
keep  this  fund  intact,  or  to  insure  repayment  by  adequate  rates,  and 
will  this  responsibility  have  the  effect,  or  any  effect,  in  making  rate 
regulation  to  the  public  less  reasonable,  definite  or  certain  for  the 
future  than  might  otherwise  be  the  case. 

"(j)  The  question  of  to  what  extent,  if  any,  should  the  United 
States  Government  be  granted  or  permitted  for  the  future  to  continue 
the  contracts  flowing  from  railroad  land,  and  bond  aid  grants  long  since 
executed,  whereby  preferential  half  (one-half)  rates  are  assessed  for 
the  movement  of  government  troops,  freight,  and  the  transmission 
of  telegrams,  and  to  what  extent  was  this  practice  responsible  for  the 
railroad  deficits  and  rate  increases  during  war  operations.  Why  longer 
exempt  the  government  from  the  payment  of  its  fair  proportion  of  the 
cost  of  maintaining  one  of  its  indispensable  war  agencies — which  prop- 
erly is  a  charge  against  all  property  (same  as  army  and  navy)  and  not 
an  exclusive  charge  against  the  traveling  and  shipping  public. 

"(k)  The  question  of  to  what  extent  is  the  earning  measure  of  the 
railroads  during  federal  control,  presented  here  as  the  basis  for  in- 
creased rates,  deficient  when  the  army  and  navy  traffic  is  measured  at 
full  tariff  rates.  Also  to  what  extent  has  railroad  freight  and  pas- 
senger equipment  been  released  for  domestic  commerce.  When  this  is 
taken  account  of  was  there  in  fact  a  deficit  in  earnings  during  war 
control,  and  will  or  will  not  the  equipment  which  has  been  released 
from  war  traffic  be  adequate  to  take  care  of  the  commerce  of  this 
country  under  efficient  and  economical  railroad  operation  ? 
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On  motion  of  Mr.  Benton  it  was  ordered  that  the  report  be  received 
and  printed. 

COMMITTEE  APPOINTMENTS. 

President  PERRY — Pardon  me  just  a  moment  for  breaking  in  on 
the  program.  I  have  deemed  it  advisable  to  appoint  the  Executive 
Committee  and  the  Committee  on  Litigation  here  at  this  meeting  of 
the  Association,  because  of  the  importance  of  an  immediate  meeting 
of  the  Executive  Committee  as  well  as  the  Committee  on  Litigation. 
So  I  have  done  the  best  I  could  and  named  those  two  committees.  I 
do  not  mention  this  by  way  of  apology,  because  there  are  so  many 
good  men  in  the  Association  that  we  cannot  use  them  all,  and  I  have 
chosen  those  that  will  be  most  available,  all  things  considered,  as  nearly 
as  I  could  do  so.  So  I  will  ask  the  Secretary  to  please  read  the  names 
of  the  members  of  these  two  committees  now,  so  that  the  respective 
chairmen  may  arrange  for  meetings  during  the  day  as  they  may  be 
advised. 

Secretary  Walker  announced  the  names  of  the  Executive  Committee 
as  follows : 

Carl  D.  Jackson,  of  Wisconsin  (Chairman)  ;  Joseph  B.  Eastman^ 
Interstate  Commerce  Commission;  E.  I.  Lewis,  of  Indiana;  Clyde  M. 
Reed,  Kansas;  R.  Hudson  Burr,  Florida;  Alfred  M.  Barrett,  New 
York,  first  district ;  J.  J.  Murphy,  South  Dakota ;  ex-officio,  James 
A.  Perry,  President,  James  B.  Walker,  Secretary. 

Committee  on  Litigation — Fred  W.  Putnam,  Minnesota  (Chair- 
man) ;  Dwight  N.  Lewis,  Iowa;  William  D.  B.  Ainey,  Pennsylvania; 
Allison  Mayfield,  Texas ;  Joseph  A.  Kellogg,  New  York,  second  dis- 
trict ;  William  G.  Busby,  Missouri ;  R.  Hudson  Burr,  Florida. 

GAS  AND  ELECTRIC  SERVICE. 

President  SHAW — Gentlemen,  yesterday  the  Convention  voted  the 
privilege  of  the  floor  to  Mr.  G.  W.  Elliott,  Secretary  of  the  National 
Committee  on  Gas  and  Electric  Service,  and  allotted  him  fifteen 
minutes  to  address  the  Convention  on  the  difficulties  of  the  utilities  in 
securing  coal.  It  came  about  by  reason  of  a  communication  addressed 
to  the  Association  on  November  11,  1920.  We  will  be  glad  to  hear 
Mr.  Elliott. 

Mr.  G.  W.  ELLIOTT — Mr.  President,  I  thank  you  for  the  courtesy 
extended  to  me  today  by  your  body  to  talk  to  you  for  about  fifteen 
minutes  regarding  a  question  that  I  think  should  be  brought  to  your 
attention.  With  that  thought  I  addressed  a  letter  to  the  President  of 
this  Convention  yesterday,  in  an  effort  to  acquaint  you  with  the  con- 
dition of  the  coal  supply  for  public  utilities  throughout  the  country. 

Our  committee  has  been  active  here  for  about  four  years.  We  came 
down  as  a  committee  of  the  Council  of  National  Defense  to  represent 
the  public  utilities  and  offer  theif  resources  to  the  government  in  that 
pressing  time.  Since  that  time  we  have  continued  to  operate  because 
the  coal  and  oil  supply  and  other  supplies  for  public  utilities  have 
been  in  a  very  dangerous  condition,  and  we  have  sought  the  assistance 
of  government  bodies  here  in  an  effort  to  improve  those  conditions. 

The  letter  I  addressed  to  you  is  very  brief.  I  would  probably  talk 
along  the  same  lines,  and  with  your  permission  I  will  read  the  letter. 
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NATIONAL  COMMITTEE  ON  GAS  AND  ELECTRIC  SERVICE,  MUNSEY  BUILDING, 

WASHINGTON 

November  11,  1920. 
Honorable  WALTER  A.  SHAW,  President, 

National  Association  of  Railway  and  Public  Utilities  Commissions, 

Washington,  D.  C. 
Sir: 

The  National  Committee  on  Gas  and  Electric  Service  feels  it  incumbent  to 
call  the  attention  of  your  honorable  body  while  it  is  in  session,  to  the  gravity  of 
the  coal  situation  as  affecting  the  operations  of  public  utilities  generally  through- 
out the  United  States. 

The  Interstate  Commerce  Commission  realizing  the  hazardous  condition  which 
the  public  utilities  were  in,  and  acting  with  the  authority  conferred  on  them  by 
the  new  transportation  law,  made  effective  July  19,  1920,  a  service  order  which 
authorized  the  placing  of  assigned  cars  at  the  coal  mines  for  public  utility  load- 
ing sufficient  to  take  care  of  the  daily  requirements,  but  not  for  storage,  and 
by  this  action  protected  the  public  in  ensuring  the  utilities  regular  shipments  to 
provide  for  daily  service  to  the  public.  These  priority  orders  were  continued 
until  October  14  when  they  were  superseded  by  the  present  service  order  No.  21, 
which  order  was  intended  to  be  invoked  only  where  emergency  was  shown  to 
exist  and  that  every  effort  was  to  be  made  to  get  the  coal  they  had  previously 
bought  and  contracted  for  without  recourse  to  order  No.  21. 

Since  that  date  over  three  weeks  have  elapsed  and  all  efforts  to  obtain  their 
coal  have  proved  futile  and  the  result  of  such  failure  is  depicted  in  the  ac- 
companying tabulation  showing  that  after  the  suspension  of  order  No.  16  on 
October  14,  and  without  the  assistance  of  order  21,  the  shipments  from  October 
15  to  the  23d  showed  a  falling  off  to  47  per  cent,  of  the  current  daily  consump- 
tion of  a  representative  group  of  utilities ;  a  further  survey  made  for  week 
ending  October  30  showed  the  shipments  to  be  only  53  per  cent,  of  daily  needs, 
thus  further  depleting  the  meagre  reserve  stocks  of  the  utilities  and  the  dark 
outlook  of  facing  winter  conditions  with  the  prospects  of  possible  curtailment 
or  suspensions  of  service  to  the  public. 

It  is,  therefore,  with  these  conditions  confronting  the  public  utilities,  that  we 
feel  it  our  duty  to  'take  the  opportunity  of  bringing  it  to  your  attention  in  order 
that  you  may  be  made  fully  aware  of  the  calamity  that  is  impending  unless 
some  action  is  taken  to  provide  carrying  capacity  at  the  mines  to  ensure  daily 
operation  of  public  utilities  in  the  discharge  of  their  obligations  to  the  public. 

A  word  as  to  the  functions  and  activities  of  the  National  Committee  on  Gas 
and  Electric  Service  may  not  be  amiss.  Our  Committee  was  organized  in  May, 
1917,  at  the  request  of  the  Council  of  National  Defense  to  come  to  Washington 
and  cooperate  with  all  Government  branches  and  offer  the  resources  of  the 
public  utilities  in  the  great  effort  to  win  the  war,  and  our  assistance  in  the  rapid 
construction  of  cantonments  and  arranging  for  the  necessary  gas  and  electric 
or  transportation  service,  of  the  efforts  of  gas  utilities  to  produce  to  the 
maximum  toluol  so  important  to  the  success  of  our  army,  of  the  additions  to 
existing  utilities  in  order  to  render  further  service  to  munition  plants  and 
others  making  war  material,  these  are  but  a  few  of  the  many  voluntary  activities 
rendered  by  the  public  utilities  in  the  late  emergency  and  since  the  conflict  was 
brought  to  an  end  we  have  continued  to  maintain  our  work  as  a  co-operative 
Committee  in  our  efforts  to  protect  the  successful  operation  of  public  utility  serv- 
ice to  the  nation. 

Our  Committee  is  composed  of  members  appointed  by  the  American  Gas  Asso- 
ciation and  the  National  Electric  Light  Association,  which  two  Associations 
represent  approximately  85  per  cent,  of  all  the  utilities  furnishing,  these  classes 
of  service,  and  all  its  expenses  are  borne  by  these  Associations,  although  the 
services  of  our  Committee  is  not  confined  to  the  above  membership  but  is  rend- 
ered to  non-members  as  well,  and  all  municipal  and  other  plants  furnishing 
similar  public  service.  We  are  also  acting  for  the  American  Electric  Railway 
Association  or  any  non-members  in  that  industry. 

Very  respectfully, 

G.  W.  ELLIOTT, 

Secretary. 
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SUMMARY  IN  50-TON  CARS  OF  NEEDS,  SHIPMENTS,  RATIO  OF  SHIPMENTS  TO 
NEEDS  OF  UTILITIES  LISTED  BELOW  FOR  PERIODS  ENDING  OCTOBER  23 
AND  OCTOBER  30,  1920 — Reports  not  received  for  week  of  30  where  no  figures  shown. 


Name  of  Company 

Address 

Aver- 
age 
daily 
needs 

Aver- 
age 
daily 
ship- 
ments, 
week 
Oct.  23 

Ratio  of 
Aver-     shipments 
age       to  average 
daily    daily  needs, 
ship-      week  of 
ments,  ,  «*  N 
week     Oct.     Oct. 
Oct.  30     23        30 

Consumers  Gas  Co  
Hartford  City  Gas  Light  Co  
Hartford  Electric  Light  Co  
Potomac  Power  Co  
Valdosta  Lighting  Co  
Dekalb-Sycamore  Electric  Co.... 
Granite  City  Gas  Lt.  &  Fuel  Co.. 
Central   States  Gas  Co  
Citizens  Gas  Co.  of  Ind  
Ft.  Wayne  &  Northwestern  Ry.  . 

Toronto,    Can  
Hartford,    Conn  
Hartford,    Conn  
Washington,  D.  C.  .. 
Valdosta,   Ga  
Dekalb,    111  

18.7 
3.5 
8.2 
15.2 
.7 

1.5 

.8 
.7 
45.7 
.6 
4.4 
1.4 
.7 
6.3 
1.8 
9.4 
4.0 
24.9 
18.7 
93.6 
6.8 
.3 
12.2 
2.1 
.2 
28.1 
73.6 
28.9 
8.2 
36.4 
12.9 
59.0 
117.0 

9.9 
8.2 
.2 
1.3 
9.5 
9.4 
45.0 
4.1 
2.6 
3.0 
7.0 
11.7 
24.0 
12.6 
69.0 
.4 
6.6 
2.6 
37.4 
13.6 

4.0 
.0 
4.0 
7.1 
.3 
1.1 
.1 
.0 
30.3 
.1 
.0 
1.0 
.4 
2.8 
1.0 
3.8 
.8 
11.8 
9.0 
24.4 
1.4 
.3 
11.0 
1.1 
.9 
21.3 
30.5 
7.4 
2.4 
20.4 
1.6 
18.6 
65.0 

7.5 
9.3 
.0 
.5 
5.8 
4.6 
27.0 
3.3 
3.5 
1.4 
1.1 
5.6 
14.7 
2.8 
.0 
.0 
1.8 
2.0 
29.0 
3.1 

6.3 
2.0 
3.8 
8.1 
.5 
1.0 
.5 
.0 
.0 
2.2 
.0 
.0 
.5 
1.6 
.8 
5.1 
1.5 
12.8 
6.3 
.0 
2.0 
.2 
.8 
1.3 
.0 
.0 
41.7 
12.0 
1.8 
20.0 
2.8 
30.0 
78.0 

8.0 
.0 
.0 
.0 
6.0 
5.7 
25.0 
3.2 
.0 
1.3 
3.3 
5.3 
.0 
.0 
48.0 
.5 
2.3 
1.8 
.0 
3.5 

21         33 
0         57 
48         46 
47         53 
43         71 
73         67 
20       100 
0           0 
66           0 
17       367 
0           0 
70           0 
57         71 
44         25 
56         44 
40         54 
20         37 
48         51 
48         34 
26           0 
20          32 
100         67 
90           6 
52         62 
450           0 
76           0 
41         57 
25         41 
29         22 
56         55 
13         22 
32         51 
56         67 

76         81 
113           0 
0           0 
38           0 
61         63 
49         61 
60         55 
80         78 
135           0 
46         43 
17         47 
48         45 
61           0 
22           0 
0         69 
0       125 
27         35 
77         69 
77           0 
23         26 

Granite  City,  111  
Vincennes,  Ind  
Indianapolis,    Ind  
Kendallsville,    Ind... 
Indianapolis,    Ind.... 
New   Albany,    Ind... 
New  Albany,   Ind... 
Cambridge,   Mass.... 
Taunton,    Mass  
Worcester.    Mass.... 
Battle   Creek,   Mich.. 
Jackson,   Mich  

Ky.    Utilities  Co  

United  Gas  &  Electric   Co  
Cambridge  Gas  Light  Co  
Taunton  Gas  Light  Co  
Worcester  Electric  Light  Co.... 
Battle  Creek  Gas  Co  
Consumers  Power  Co  

Detroit   City   Gas   Co  
Detroit    Edison    Co  
Grand  Rapids  Gas  Light  Co  

Detroit,    Mich  
Detroit,    Mich.  ...... 
Grand  Rapids,  Mich. 

Michigan   Light  Co  

Flint,   Mich  
Ann   Arbor,   Mich... 
St.    Louis,    Mo  

Southern  111.  Lt.  &  Power  Co... 
Union   Electric   Lt.   &   Power   Co. 
Public    Service    Electric    Co  
Public  Service  Gas  Co  
Adirondack   Power  and  Lt.   Co.  . 

Newark,  N.  J  
Newark,  N.  T  
Amsterdam,  N.   Y... 
Brooklyn,  N.  Y  

Buffalo   Gen.    Electric   Co  
Consolidated  Gas  Co.  of  N.  Y.  .  . 
New  York   Edison   Co  
Rochester  Gas  &  Electric  Co.... 

So    N    Y    Power  Co  

Buffalo,  N.  Y  
New  York,  N.  Y.... 
New  York,  N.  Y  
Rochester,  N.  Y.— 

Electric  

Cooperstown,  N.  Y.. 
Erie,   Pa  
Philadelphia,   Pa  

Erie   City  Water   Works  
Philadelphia  Rapid  Transit  Co... 

Cincinnati,    Ohio.... 
Cleveland,  Ohio  
Cleveland,    Ohio  
Springfield,    Ohio.... 
Coshocton,   Ohio  
Fremont,    Ohio  
Youngstown,    Ohio... 
Toledo,   Ohio  
Philadelphia    Pa  

Cleveland   Illuminating  Co  
Cleveland  So.  W.  &  Cols.  Ry.  .  .  . 
Ohio  Electric  Rys.  Co  

Ohio   Service  Co  
Ohio   St.   Power   Co  

Toledo  Rys.  &  Light  Co  

Philadelphia    Electric    Co 

Philadelphia,  Pa  

Citizens  Gas  Light  Co  

Jackson,    Tenn  
Memphis,    Tenn  

Richmond  Dept.  Public  Service.. 
Milwaukee  Electric  Ry.  &  Light.. 
Milwaukee   Gas  Light   Co  

Total     of     utilities     reporting     in  ") 
week  of  Oct.  23,  which  also  re-  }• 
ported  in  week  of  Oct.   30....  J 

Richmond,    Va  
Milwaukee,    Wis  
Milwaukee,    Wis  

Total—  week    23  .  . 
Total—  week   30.. 

Week  of  23... 
Week  of  30... 

Daily 
require- 
ments 
855.  3 
668.3 

599.3 
599.3 

Daily 

ship- 
ments 

406.9 
262.9 

Daily 
ship- 
ments 

357.'  5 
309  '.5 

Ratio  of 
shipments 
to  average 
daily  needs 

47 
53 

44 
51 
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The  foregoing  tabulation  that  I  have  referred  to  comprises  returns 
from  51  representative  public  utilities  throughout  the  country,  repre- 
senting probably  30  States,  and  showing  what  their  needs  were  for 
October  23  and  also  October  30.  The  total  tonnage  consumed  by 
these  utilities  is  approximately  43,000  tons  a  day,  or  a  little  less  than 
one-third  of  the  total  requirements  of  the  public  utilities  of  the  United 
States,  which  as  nearly  as  can  be  estimated  is  150,000  tons  of  coal  a 
day.  We  think  these  conditions  are  typical  of  general  conditions 
throughout  the  country.  No  effort  was  made  to  select  one  case  worse 
than  another  or  a  case  better  than  another.  This  is  a  presentation 
that  is  typical  of  the  condition  which  exists  throughout  the  country. 
It  is  not  going  to  take  very  long,  with  the  continuation  of  present 
conditions,  before  the  reserve  stocks  of  these  utilities  will  be  used  up, 
and  they  are  not  going  to  be  able  to  get  their  current  daily  requirements. 
There  is  in  existence  an  order  No.  21  for  our  protection.  I  am  not 
asking  your  body  here  to  take  any  action  on  that  or  to  make  any 
suggestions  as  to  what  you  should  do;  but,  as  indicated  in  my  letter, 
merely  to  acquaint  you  with  a  condition  that  is  going  to  be  alarming 
before  very  long. 

My  attention  was  called  to  some  statements  made  by  Commissioner 
Aitchison  yesterday  that  I  would  like  to  dwell  on.  I  am  reliably 
informed  that  he  took  the  position  that  it  appeared  to  be  the  wish  of 
the  public  utilities  that  the  Interstate  Commerce  Commission  should 
be  used  through  order  No.  21  to  compel  the  carrying  out  of  a  contract 
made  between  public  utilities  and  the  coal  men.  That  is  not  our 
purpose  at  all.  That  is  not  our  request.  We  thought  order  No.  21 
was  going  to  relieve  us  in  this  way:  It  is  obligatory  on  a  public 
utility  to  contract  for  its  yearly  requirements  of  coal,  so  that  it  will 
not  be  at  the  mercy  of  the  spot  market.  There  is  no  necessity  for  the 
compulsory  carrying  out  of  a  contract.  The  coal  operators  do  not 
refuse.  The  public  utilities  say,  "Why  don't  you  ship  us  the  coal?" 
And  the  coal  operators  say,  "  We  have  not  the  cars.  If  you  will  get 
us  assigned  cars  we  will  ship  you  the  coal."  We  have  not  any  notifica- 
tion of  any  coal  operator  in  the  United  States  whom  it  is  necessary 
to  compel  to  carry  out  his  contracts.  It  is  the  inability  to  get  the 
carrying  capacity.  Orders  No.  9  and  No.  16  furnish  cars.  Order  No. 
21  is  supposed  to,  but  we  are  slipping  down,  as  depicted  in  this  tabula- 
tion. So  I  say  again,  we  are  not  asking  the  Interstate  Commerce 
Commission,  and  I  do  not  think  any  request  has  been  made  on  them 
to  act  in  a  legal  or  judicial  capacity  so  far  as  the  enforcement  of  con- 
tracts is  concerned.  We  are  holding  no  brief  for  the  man  who  has 
not  made  a  contract,  but  every  concern  on  that  paper  has  bona  fide 
contracts  for  its  coal.  The  man  who  is  at  the  mercy  of  the  spot 
market  will  continue  to  be  at  the  mercy  of  the  spot  market.  That  has 
been  his  method  for  years,  so  we  cannot  ask  any  assigned  cars  for 
that  man  who  has  not  bought  any  coal.  We  cannot  assign  cars  where 
he  has  not  purchased.  So  we  are  only  holding  a  brief  and  asking 
help  for  the  utility  that  has  been  wise  enough,  and  has  felt  its  duty 
to  the  public  to  be  to  protect  itself  with  contracts. 

When  order  21  was  authorized  on  the  15th  of  October  with  the 
consent  and  at  the  suggestion  of  the  Interstate  Commerce  Commission, 
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a  cooperative  voluntary  committee  was  appointed  consisting  of  myself 
as  representing  the  utilities,  Col.  Daniel  G.  Wentz,  representing  the 
National  Coal  Association,  and  Mr.  A.  M.  Barnes,  representing  the 
Railroad  Association,  to  get  together  and,  if  possible,  without  regard 
to  order  21,  try  to  get  the  coal  shipped,  to  take  it  up  with  the  operators 
through  Col.  Wentz,  and  with  the  railroads  through  Mr.  Barnes,  and 
try*to  get  the  coal  without  making  it  necessary  to  call  in  order  No.  21. 
I  will  say  for  the  National  Coal  Association  that  I  think  they  have 
done  everything  they  can. 

So  far  as  the  railroads  are  concerned,  whenever  we  get  into  that 
discussion  of  the  shortage  of  cars,  the  matter  becomes  complicated  by 
talking  about  the  percentage  of  cars.  If  we  had  100  per  cent,  car 
supply — I  am  quoting  figures  that  have  been  issued  by  Mr.  Gutheim, 
of  the  Car  Service  Section — if  we  had  100  per  cent,  car  supply  for  the 
existing  mines  of  the  United  States  you  would  have  a  potential 
weekly  production  of  18,000,000  tons  of  coal,  or  more  coal  than  could 
be  absorbed  by  the  industries  of  the  United  States.  Now  while  you 
hear  that  such  and  such  a  neighborhood  had  100  per  cent,  of  a  car 
supply,  if  they  had  75  per  cent,  of  the  car  supply  based  on  these 
figures,  we  would  have  an  ample  car  supply  for  12,200,000  tons.  Mr. 
Aitchison,  I  understand,  also  asked  the  question,  and  he  asked  me 
many  times,  "  Where  is  the  coal  going  ?  "  We  cannot  answer  that. 
He  has  also  suggested  to  me  that  I  get  more  of  the  coal  operators 
and  bring  them  down  to  Washington  to  make  an  explanation.  I  have 
no  authority  over  the  coal  operators.  We  cannot  ask  them  to  come 
down  here.  The  whole  sum  and  substance  of  it  all  is  that  we  cannot 
get  the  coal  that  we  have  contracted  for.  The  operators  express  them- 
selves as  willing  to  ship  if  they  had  the  cars.  We  are  in  that  position : 
We  are  at  the  mercy  of  the  Interstate  Commerce  Commission  as  the 
only  organization  existing  today  that  can  help  us  get  our  cars.  The 
Fuel  Administration  is  out  of  existence.  It  has  no  functions.  So  all 
we  can  do  now,  and  that  only  as  far  as  transportation  is  concerned 

Mr.  ALEXANDER  FORWARD  of  Va. — Have  you  invoked  service  order 
No.  21? 

Mr.  ELLIOTT — Not  in  any  case  at  all.  We  have  brought  it  up  on 
numerous  occasions.  And  speaking  of  that,  I  understand  Com- 
missioner Aitchison  also  said  that  cases  had  not  been  brought  to  his 
attention.  It  was  at  the  particular  request  of  Commissioner  Aitchison 
that  we  did  not  do  that.  He  said  he  did  not  have  time  to  act  on  indi- 
vidual cases,  which  was  perfectly  well  understood. 

Mr.  O.  P.  B.  JACOBSON  of  Minn. — I  should  like  to  ask  you  a  ques- 
tion. Did  you  ever  investigate  the  question  of  coal  shipped  to  people 
waiting  to  take  coal  to  ship  to  foreign  ports? 

Mr.  ELLIOTT — Did  our  committee  representing  the  public  utilities? 

Mr.  JACOBSON — Yes. 

Mr.  ELLIOTT — No,  sir. 

Mr.  JACOBSON — I  appeared  before  the  Commission  in  Washington 
here  with  regard  to  the  coal  situation  in  the  northwest,  and  I  called 
attention  at  that  time  to  the  fact  that  they  were  getting  a  higher  price 
for  coal  from  foreign  countries  than  our  people  were  willing  to  pay, 
and  we  tried  to  have  the  Interstate  Commerce  Commission  put  an 
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embargo  on  foreign  coal,  but  they  told  us  they  had  no  power  to  do  so. 

Mr.  ELLIOTT — We  have  heard  that,  and  I  agree  with  the  Interstate 
Commerce  Commission.  I  doubt  their  authority  to  put  an  embargo  on 
foreign  shipments.  There  might  be  another  means  of  doing  that. 
That  was  discussed  at  great  length  some  time  ago,  and  it  was  felt  that 
it  would  complicate  international  relations. 

Mr.  JACOBSON — The  coal  operators  can  get  higher  prices  in  Europe, 
and  the  Interstate  Commerce  Commission  told  us  they  had  no  power 
to  stop  that,  and  that  they  knew  the  operators  were  getting  higher 
prices  in  foreign  countries.  We  have  continually  received  information 
of  steamers  arriving  in  Europe  with  coal,  14,000  tons,  or  10,000  tons 
arriving  in  Europe.  They  do  not  ship  it  to  the  northwest.  They  ship 
it  to  the  eastern  ports.  That  is  the  reason  that  we  are  in  the  fix  that 
we  are  in.  I  hope  the  next  committee  of  the  National  Association 
will  investigate  these  matters.  I  have  spent  a  good  deal  of  time  in- 
vestigating these  questions  of  car  shortage  and  different  things. 

President  SHAW — May  I  suggest  that  you  permit  Mr.  Elliott  to 
finish  his  main  address,  and  then  we  can  ask  him  questions.  I  think 
we  will  get  a  better  picture  of  the  situation  if  we  do  that. 

Mr.  GUTHEIM — I  notice  that  there  is  no  member  of  the  Interstate 
Commerce  Commission  here,  and  representing  the  American  Railway 
Association  I  would  like  to  have  a  statement  go  into  the  record  as  to 
what  the  Interstate  Commerce  Commission  ought  to  do. 

Mr.  JACOBSON — They  told  us  that  they  had  no  authority  to  stop  it. 
I  called  their  attention  to  the  transportation  act,  as  to  the  handling  of 
emergency  cases,  ordering  cars  to  different  parts  of  the  country. 

Mr.  ELLIOTT — Mr.  Jacobson  has  referred  to  the  question  of  the  price 
of  coal  here  and  abroad.  Our  committee  have  kept  away  from  that, 
realizing  that  we  would  be  misunderstood,  and  that  we  would  be  in 
the  position  of  trying  to  obtain  coal  that  had  not  been  contracted  for. 
We  want  it  understood  that  we  are  only  trying  to  help  public  utilities 
that  have  provided  themselves  by  contract  and  by  agreement  for  a 
supply  of  coal.  I  merely  want  to  impress  again  upon  you  gentlemen 
the  seriousness  of  this  situation.  I  am  glad  to  answer  any  questions. 

Mr.  WILLIAM  M.  SMITH  of  Michigan — What  remedy  do  you  sug- 
gest? 

Mr.  WILLIAM  D.  B.  AINEY  of  Pennsylvania — In  the  light  of  that 
last  statement,  I  would  like  to  inquire  of  you  whether  that  is  the 
attitude  of  your  committee  of  three  with  respect  to  applications  pre- 
sented to  you,  or  is  it  the  position  of  the  Interstate  Commerce  Com- 
mission? I  ask  you  that  question  because  of  the  fact  that  numerous 
utilities  have  been  advised,  or  at  least  have  obtained  the  impression 
from  conferences  which  they  have  had  with  either  you  or  your  com- 
mittee, that  it  is  the  position  of  the  Interstate  Commerce  Commission 
that  no  utility,  no  matter  what  its  necessity  may  be,  which  has  not 
provided  itself  with  a  contract,  is  entitled  to  receive  any  consideration 
at  the  hands  of  the  Interstate  Commerce  Commission  with  respect  to 
coal  supply.  I  think  it  would  be  of  very  great  assistance  to  this  Asso- 
ciation if  you  could  advise  the  State  Commissions  so  that  they  will 
know  whether  that  is  the  attitude  of  the  Interstate  Commerce  Commis- 
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sion,  or  whether  it  is  the  attitude  of  your  Committee,  which  is  the  com- 
mittee, as  I  understand  it,  to  which  all  these  applications  of  utility 
companies  for  preferential  treatment  must  first  come. 

Mr.  ELLIOTT — It  is  the  attitude  of  the  committee  more  than  the 
Interstate  Commerce  Commission,  because  cases  where  there  have  been 
no  contracts  let  and  no  coal  bought  have  been  called  to  the  attention 
of  the  Interstate  Commerce  Commission.  Let  me  go  back  a  little.  In 
Order  No,  9,  when  that  was  first  issued,  the  delivering  railroad  was  to 
find  out  the  daily  requirements  of  the  public  utility  making  application 
for  assigned  cars.  Their  approval  of  that  carried  to  the  originating 
railroad  the  assignment  of  cars  to  the  public  utility.  In  Issuing  Order 
No.  16,  the  Interstate  Commerce  Commission  called  our  attention  to 
the  fact  that  there  were  abuses,  that  Interstate  Commerce  Commission 
Order  No.  9  was  being  used  by  people  to  go  out  into  the  market  and 
exert  pressure  on  an  operator,  or  an  operator  comes  to  the  utility  and 
they  call  his  attention  to  the  fact  that  they  are  getting  for  him  assign- 
ments of  cars  above  the  existing  rating  of  the  mine,  and  he  reduces 
the  price  a  dollar  or  two  dollars  a  ton.  When  we  discussed  with  Com- 
missioner Aitchison  the  renewal  of  Order  No.  9,  he  suggested  that 
those  things  were  going  on.  It  led  to  further  conference,  and  then 
you  were  asked  to  assist  the  delivering  railroads  in  approving  the 
application  for  the  number  of  cars  requested  by  the  public  utility,  to 
see  that  it  was  for  their  daily  requirements  and  not  for  storage.  Even 
under  that  it  appears  that  there  was  speculation  between  utilities  and 
operators. 

Mr.  AINEY — In  special  instances. 

Mr.  ELLIOTT — In  special  instances,  where  they  had  no  contracts. 
Y\  here  they  had  contracts,  they  naturally  applied  for  assigned  cars, 
and  there  was  no  need  of  any  special  pressure,  because  the  contract 
price  was  fixed.  As  I  have  indicated  before,  we  hold  no  brief  for  the 
man  who  made  no  contract,  who  decided  to  buy  on  the  spot  market, 
and  who  later  wanted  pro  rate  orders,  and  to  get  probably  thereby  a 
reduction  in  price.  In'  other  words,  these  are  the  abuses  that  have  been 
referred  to  by  Commissioner  Aitchison,  and  which  we  ran  into  in  a 
number  of  cases.  We  think  they  are  probably  inevitable.  I  am  ex- 
pressing my  own  opinion.  Some  of  the  utilities  thought  that  was  a 
perfectly  proper  thing  to  do,  but  undoubtedly  the  Interstate  Commerce 
Commission  did  not  want  to  be  a  party  to  that,  did  not  want  the  use 
of  their  authority  to  either  lower  or  increase  the  price  of  coal.  Our 
Committee  asked  them  if  we  could  not  help  them,  if  we  could  not  aid 
them  still  further  to  police  that ;  but  we  did  not  justify  those  cases. 
The  result  of  it  all  was  that  our  National  Committee  on  Gas  and  Elec- 
tric Service  were  asked  to  receive  all  the  applications  and  have  them 
policed,  and  applications  approved  only  where  they  are  under  contract. 

Mr.  AINEY — Do  I  understand  that  the  superseding  of  Order  No.  9 
by  Order  No.  16  was  by  your  suggestion  that  vou  would  undertake 
the  policing,  and  that  that  led  to  Service  Order  No.  21  ? 

Mr.  ELLIOTT — It  was  the  additional  policing  part  of  it  that  probably 
led  to  Order  No.  21. 

Mr.  AINEY — I  think  you  might  give  us  a  little  light.    \Ve  would  be 
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glad  to  be  advised  what  further  factors  entered  into  it,  and  whether  it 
was  the  initiative  of  the  Interstate  Commerce  Commission  that  led  to 
the  issuance  of  Service  Order  No.  21,  which  I  understand  from  your 
letter,  produced  here,  is  not  giving  the  relief  that  the  utilities  asked  and 
are  entitled  to  have — the  same  utilities  that  were  getting  good  service 
under  Orders  9  and  16. 

Mr.  ELLIOTT — I  hesitate,  without  your  full  permission,  to  talk  too 
long  or  take  up  too  much  of  your  time;  but  bearing  on  that  subject 
I  should  like  to  tell  you  of  a  meeting  that  was  held  at  Washington  in 
the  early  part  of  October,  at  which  Mr.  Daniel  Willard,  chairman  of 
the  Advisory  Committee  representing  the  railroads,  and  Mr.  Wentz, 
representing  the  National  Coal  Association,  were  present,  as  a  result 
of  which  meeting  we  joined  in  a  joint  letter  to  the  Commission  asking 
that  Order  No.  16,  at  its  expiration  date,  be  revised  into  some  other 
order  like  21,  to  be  used  only  in  emergency  cases. 

Mr.  AINEY — I  should  like  very  much  to  have  that  letter  read  and 
carried  into  our  record,  because  I  think  by  that  means  you  will  be 
clarifying  the  understanding  of  the  situation. 

Mr.  ELLIOTT — With  your  permission  I  will  read  the  letter  signed 
by  Mr.  Daniel  Willard,  chairman  of  the  Advisory  Committee,  Mr. 
D.  B.  Wentz,  president  of  the  National  Coal  Association,  and  G.  W. 
Elliott,  secretary  of  the  National  Committee  on  Gas  and  Electric  Ser- 
vice, a  joint  letter  dated  October  5,  to  Hon.  Edward  E.  Clark,  chair- 
man of  the  Interstate  Commerce  Commission.  This  letter  is  as  fel- 
lows: 

(Copy) 

October  5,  1920. 
Hon.  E.  E.  CLARK,  Chairman, 

Interstate  Commerce  Commission, 

Washington,  D.  C. 
Dear  Mr.  Chairman : 

Yesterday  and  today  we  had  in  conference  here  the  transportation  representa- 
tives of  all  the  lake  coal  producing  lines,  the  Car  Service  Division  of  the  Ameri- 
can Railway  Association,  representatives  of  the  National  Coal  Association, 
representatives  of  the  Public  Utility  Commissions  of  Ohio,  Indiana  and  Michi- 
gan, representatives  of  the  retail  coal  dealers  and  domestic  consumers  of  those 
three  states,  and  Mr.  G.  W.  Elliott,  Resident  Manager  of  the  National  Com- 
mittee on  Gas  and  Electric  Service,  together  with  a  delegation  representing  those 
particular  utilities.  Messrs.  Robbins  and  Quirk  of  your  Bureau  of  Service  and 
Mr.  H.  M.  Griggs,  your  agent  handling  the  lake  coal  movement  under  Service 
Order  No.  10,  were  also  in  attendance  upon  the  conference.  The  representatives 
of  the  railroads  and  of  the  coal  operators  were  in  session  continuously  and  met 
the  representatives  of  the  other  bodies  mentioned  from  time  to  time  as  occasion 
required. 

The  problem  which  was  considered  was,  first,  an  immediate  increase  in  the 
movement  of  lake  coal  under  Service  Order  No.  10  as  would  fully  meet  the 
requirements  of  that  order  from  now  until  the  close  of  lake  navigation.  As 
related  problems,  the  meeting  considered  the  matter  of  a  more  adequate  supply 
of  coal  for  domestic  consumers  in  Ohio,  Indiana  and  Michigan,  the  supply  of 
public  utility  coal  now  being  cared  for  under  your  Service  Order  No.  16,  and  a 
general  improvement  in  coal  car  supply  in  order  to  meet  all  of  these  problems 
of  coal  distribution. 

After  a  thorough  consideration  of  all  of  the  various  problems  involved,  the 
meeting  reached  the  conclusion  that  some  slight  changes  would  be  necessary  in 
the  allocation  of  the  lake  coal  shipments  required  by  Service  Order  No.  10  as 
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between  originating  railroads.  The  statement  attached  hereto  marked  Appendix 
"A"  shows  the  new  allocation  finally  agreed  upon  compared  with  Agent  Griggs' 
original  allocation.  The  changes  were  made,  bearing  in  mind  past  experience 
of  different  originating  lines  meeting  the  program,  together  with  the  necessity 
of  more  adequately  protecting  domestic  consumers  in  Ohio,  Indiana  and  Michi- 
gan henceforth.  It  is  to  be  observed  that  the  allocation  formerly  made  against 
the  Norfolk  &  Western  has  now  been  increased  and  runs  against  the  Norfolk  & 
Western,  the  Interstate  and  the  C.  C.  &  O.  The  two  latter  were  not  parties  to 
your  original  order  and  an  amendment  will  also  be  necessary  to  include  the 
Western  Allegheny,  against  which  the  new  lineup  allots  fifteen  cars  daily. 

It  might  be  suggested,  in  this  connection,  that  your  instructions  to  Agent 
Griggs  with  reference  to  the  amount  of  coal  which,  generally  speaking,  was  to 
be  taken  from  the  various  producing  districts,  may  require  modification  to  per- 
mit of  the  slight  changes  in  the  new  lineup. 

The  Ohio,  Indiana  and  Michigan  representatives  set  up  a  program  of  present 
domestic  requirements,  which  calls  for  the  shipment  of  2,110  cars  of  coal  daily 
to  destinations  in  these  three  states.  By  far  the  major  part  of  this  coal  will 
have  to  come  from  the  lake  coal  producing  districts.  The  originating  lines  con- 
cerned have  all  been  informed  of  the  prospective  program  and  advised  that 
every  effort  must  be  made  to  increase  the  car  supply  at  the  mines  to  take  care 
of  this  additional  production.  It  was  the  opinion  of  the  representatives  of 
these  three  states  that  this  coal  should  be  protected  by  some  service  order  of 
your  Commission,  but  this  appears  to  us  to  be  neither  necessary  nor  desirable. 

A  thorough  analysis  of  the  public  utility  situation  with  the  representatives 
of  these  consumers  seems  to  leave  no  doubt  that  the  draft  upon  cars  for  assign- 
ment for  public  utiliy  loading  under  Service  Orders  9  and  16  has  been  such  as 
to  seriously  and  adversely  affect  general  car  distribution  to  the  mines,  the  working 
time  of  mine  labor,  and  the  production  of  lump  coal  for  household  use.  We  hope 
that  the  utilities  can  be  adequately  protected  by  the  coal  production  which  is  ex- 
pected to  materialize  as  a  result  of  the  increased  efforts  and  better  car  supply 
which  the  program  outlined  herein  contemplates.  In  the  event,  however,  that  any 
particular  utilities  approach  the  danger  point  with  respect  to  their  coal  supply, 
arrangements  have  been  suggested  whereby  Mr.  Elliott,  representing  the  National 
Committee  on  Gas  and  Electric  Service,  in  conjunction  with  Mr.  Wentz,  Presi- 
dent of  the  National  Coal  Association,  and  Mr.  Barnes,  Executive  Manager  of 
the  Car  Service  Division,  will  handle  individual  instances  to  effect  the  necessary 
prompt  shipment  of  the  coal  required.  It  is  further  our  opinion,  and  we  recom- 
mend that  failure  to  meet  such  situations  whether  due  to  operator's  failure  to 
ship,  or  to  carrier's  failure  of  car  supply,  should  be  met  by  service  order  of  your 
Commission  which  will  compel  shipment  to  named  public  utilities  requiring  such 
protection  in  individual  cases,  and  Service  Order  No.  16  should  be  amended 
accordingly.  We  suggest,  in  this  connection,  that  if  it  is  desired,  the  joint  com- 
mittee mentioned  will  receive  and  investigate  applications  by  utilities  for  assist- 
ance, and  will  certify  to  your  Commission  for  protection  by  service  order  only 
emergency  cases  in  which  the  efforts  of  the  joint  committee  have  failed  to  pro- 
vide the  necessary  assistance. 

To  meet  the  program  set  forth  herein  will  require  an  additional  supply  of 
cars  for  the  coal  mines.  To  accomplish  this  it  is  recommended,  first,  that  Serv- 
ice Order  No.  15,  which  is  now  effective  east  of  the  Mississippi  River  only,  be 
extended  in  effect  to  the  territory  of  the  United  States  east  of  the  states  of 
Montana,  Wyoming,  Colorado  and  New  Mexico.  In  this  connection  we  would 
advise  that  Manager  Spangler  of  the  Car  Service  Division  has  been  in  Chicago 
for  the  past  week  with  respect  to  the  coal  car  and  coal  situation  in  Illinois  and 
the  territory  west.  A  part  of  the  program  there  agreed  upon  requires  the  imme- 
diate increase  of  car  supply  for  coal  mining  territory,  which,  seemingly,  cannot 
be  effected  without  some  curtailment  of  open-top  car  supply  for  other  commodi- 
ties. Seemingly,  without  an  extension  of  Service  Order  No.  15,  as  recom- 
mended, this  would  involve  the  carriers  in  possible  controversy  in  some  states 
west  of  the  Mississippi  River  and  it  might  be  added  that  such  controversy  has 
already  arisen  in  the  Southwest. 

As  a  further  means  of  increasing  the  open-top  car  supply  available  for  coal 
loading,  we  recommend  that  the  Commission  review  and  scrutinize  all  out- 
standing permits  which  authorize  the  use  of  such  cars  in  violation  of  Service 
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Order  No.  15,  and  we  recommend  the  cancellation  or  a  downward  revision  of 
such  permits  wherever  it  seems  at  all  possible  under  existing  circumstances. 
In  this  connection,  it  should  be  added  that  both  the  railroad  representatives  and 
coal  operators  appreciate  the  utmost  necessity  at  this  season  by  giving  the  usual 
transportation  service  in  the  way  of  open-top  car  supply  for  the  harvesting  of 
sugar  beets,  sugar  cane  and  sorghum  cane  in  various  sections  of  the  country. 

By  way  of  immediate  other  improvement  in  the  coal  car  supply,  we  would 
advise  that  the  transportation  representatives  of  all  the  railroads  who  were 
present  at  this  conference  have  been  informed  that  the  provisions  of  the  Com- 
mission's Service  Order  which  permitted  the  loading  of  open-top  cars  with 
commodities  other  than  coal  in  the  direction  of  the  mines  is  permissive  and  not 
mandatory,  and  that  their  practices  in  this  respect  should  be  immediately  re- 
viewed and  every  effort  made  to  cut.  down  such  loading  wherever  the  same  tends 
adversely  to  affect  car  supply  at  the  mines. 

The  carriers  have  also  been  advised  that  the  use  of  open-top  cars  in  company 
material  service  must  be  cut  to  the  minimum,  particularly  their  ballast  pro- 
grams. They  have  also  been  advised  that  additional  effort  must  be  made  to  speed 
up  both  the  loaded  and  empty  return  movement  of  coal-carrying  equipment. 

The  suggestions  made  to  the  transportation  men  themselves  will  be  repeated 
to  the  executives  of  the  carriers  concerned,  with  the  request  that  they,  them- 
selves, undertake  personal  supervision  of  these  problems. 

To  summarize,  the  recommendations  made  herein  which  will  require  action 
by  the  Interstate  Commerce  Commission  are : 

1.  Amendment  of  Service  Order  No.  10  to  include  the  Interstate,  C.  C.  &  O., 
and  Western  Allegheny  Railways. 

2.  Amendment  of  Service  Order  No.  16,  making  it  in  form  to  insure  shipment 
of  coal  preferentially,  to  more  strictly  prevent  abuses,  and  to  provide  for  the 
issuance  of  permits  in  each  instance  by  the  Interstate  Commerce  Commission. 

3.  Extension  of  Service  Order  No.  15,  to  make  it  effective  in  the  territory  east 
of  the  states  of  Montana,  Wyoming,  Colorado  and  New  Mexico. 

4.  Review  and  possible  cancellation  or  downward  revision  of  permits   issued 
to  authorize  loading  of  open-top  cars  in  violation  of  Service  Order   15  other 
than  sugar  beets,  sugar  cane  and  sorghum  cane. 

Yours  very  truly, 

(Signed)  DANIEL  WILLARD, 

Chairman,  Advisory  Committee. 
(Signed)  D.  B.  WENTZ, 

President,  National  Coal  Association. 
(Signed)  G.  W.  ELLIOTT, 

Secretary,  National  Committee  on  Gas 
and  Electric   Service. 

Mr.  AINEY — I  take  it,  from  the  letter  which  you  presented  to  us 
yesterday,  and  from  your  statement  to-day,  that  the  general  representa- 
tion comes  from  you  and  your  committee  that  Service  Order  No.  21 
does  not  function. 

Mr.  ELLIOTT — It  has  never  functioned.    It  is  lying  dormant  now. 

Mr.  AINEY — Then,  secondly,  the  inquiry  is  of  very  great  interest  to 
the  utility  commissioners  of  the  United  States  as  to  what  method  should 
be  adopted  in  order  to  make  the  service  order  function.  . 

Mr.  ELLIOTT — The  service  order  is  in  existence.  It  is  on  the  books, 
but  it  has  not  functioned  as  yet.  That  is  a  matter  for  the  Interstate 
Commerce  Commission.  We  have  asked  them  almost  daily  what  they 
were  going  to  do  about  these  different  cases,  calling  their  attention  to 
the  situation. 

Mr.  AINEY — Possibly  your  recollection  with  respect  to  the  specific 
one  called  to  my  attention  by  the  representative  of  the  company  here 
yesterday  may  be  of  some  help.  I  think  you  have  on  your  list  the 
Pennsylvania  Suburban  Gas  and  Electric. 
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Mr.  ELLIOTT — The  Philadelphia  Suburban  Gas? 

Mr.  AINEY — What  is  the  situation  of  that  company  as  shown  by  your 
report  ? 

Mr.  ELLIOTT — I  do  not  see  it  on  here. 

Mr.  AINEY — Do  you  recall  any  particular  cases  ? 

Mr.  ELLIOTT — I  have  the  situation  of  a  large  number  of  these  com- 
panies right  before  me  now. 

Mr.  AINEY — What  was  done  with  them  by  your  Committee? 

Mr.  ELLIOTT — I  will  refer  to  some  of  them.  The  condition  of  the 
Detroit  Edison  Company  was  called  to  our  attention,  and  they  are 
indicated  on  this  paper  to  have  lost  22,000  tons  of  coal  from  their 
storage  in  fifteen  days,  due  to  diminished  shipments. 

The  Laclede  Gaslight  Company  of  St.  Louis  have  lost  4,000  tons 
of  coal  in  two  weeks,  due  to  these  diminished  shipments,  as  depicted  in 
this  paper.  The  attention  of  the  Association  was  called  to  this  two 
weeks  ago.  The  New  York  Edison  Company  has  lost  in  the  same 
time  16,928  tons  of  coal  from  its  storage  supply. 

Mr.  AINEY — May  I  make  just  one  remark,  with  your  permission? 
We  hear  the  noise  of  the  machinery,  but  nothing  comes  out  of  the 
machinery.  Wre  are  deeply  interested  in  the  success  of  our  utilities, 
and  our  private  advices  from  many  of  those  utilities  are  that  they  are 
running  on  one  or  two  or  three  days'  supply  of  coal. 

Now,  I  disagree  very  much  with  Mr.  Elliott  in  regard  to  one  state- 
ment he  makes,  and  I  am  very  sure,  from  the  standpoint  of  a  Public 
Service  Commissioner,  that  he  must  revise  his  views  with  respect  to  it. 
Admitting  that  there  are  opportunities  for  bribes,  it  is  immaterial  to 
the  people  of  Pennsylvania,  the  patrons  of  these  utilities,  who  are 
dependent  upon  them  from  day  to  day,  what  may  have  been  the  diffi- 
culty or  what  may  have  been  the  unwisdom  of  these  utilities  in  supply- 
ing themselves  with  coal ;  if  they  have  not  the  coal  with  which  to  func- 
tion, whether  because  they  failed  to  make  contracts  or  whether  they  had 
other  reasons  for  not  making  contracts,  if  they  need  the  coal  and  there 
is  the  means  by  which  the  Pennsylvania  Public  Service  Commission  can 
assist  them  in  getting  it,  we  are  going  to  be  more  helpful  to  your  Asso- 
ciation, and  we  are  going  to  do  more  than  your  statement  would  indi- 
cate that  your  Association  proposes  to  do  in  aid  of  them,  sitting  here  in 
Washington. 

Mr.  ELLIOTT — I  was  referring  to  the  help  that  could  come  to  us 
from  the  Interstate  Commerce  Commission.  I  fail  to  see  how  we  could 
make  an  application  to  the  Interstate  Commerce  Commission  for  as- 
signed cars  where  no  coal  has  been  bought.  The  operator  would  justly 
say,  "  We  have  no  contract  with  them."  How  can  a  public  utility  ask 
them  to  assign  cars  unless  they  have  arranged  with  somebody  to  get 
their  coal  ?  I  do  not  say  we  would  leave  these  people  in  the  air.  We 
use  all  our  methods,  and  we  are  working  with  the  National  Coal  Asso- 
ciation. We  have  transmitted  to  these  other  utilities  that  are  without 
contracts  the  information  that  the  National  Coal  Association  gives  to 
us,  as  to  where  there  is  a  tonnage  to  be  provided,  where  they  can  buy 
coal  in  the  market. 

Mr.  AINEY — I  referred  to  the  specific  case  of  the  Pennsylvania  Sub- 
urban Gas  Company,  which  was  presented  to  you  on  October  26th. 
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They  were  unable  to  get  coal  under  their  contract.  Then  they  bought 
in  the  open  market,  and  then  could  not  get  the  cars  to  move  the  coal 
which  they  arranged  for  in  the  spot  market,  which  'of  course  made 
a  contract  for  coal  just  as  much,  legally  speaking,  as  if  it  had  been  a 
long-term  contract  over  a  period  of  years ;  but  somewhere,  I  am  not 
able  to  find  out,  it  is  either  hung  up  in  your  committee  or  else  hung 
up  in  the  Interstate  Commerce  Commission ;  and  from  statements 
which  were  made  in  the  conference,  which  I  do  not  feel  at  liberty  to 
repeat  at  the  present  time,  it  would  appear  that  there  is  some  misun- 
derstanding between  your  Committee  and  the  Interstate  Commerce 
Commission  itself  as  to  who  is  to  blame ;  but,  in  any  event  the  utility  is 
not  getting  the  coal,  and  my  people  in  Pennsylvania  are  in  danger  of 
having  a  loss  of  service  because  of  that  situation. 

Now  I  am  not  able  to  speak  technically  concerning  it.  I  do  not 
know  the  details.  I  simply  revert  to  the  remark  I  made  to  you  a 
moment  ago,  that  we  hear  a  whole  lot  of  the  whirring  of  the  wheels  of 
the  machinery,  of  the  Interstate  Commerce  Commission,  of  your  Com- 
mittee, of  the  meeting  of  the  railroad  officials  in  Washington,  the  coal 
operators  somewhere  else,  and  we  do  not  get  the  results.  I  think  one 
of  the  most  important  services  that  this  Association  can  take  up  and 
solve  and  plan  for  is  some  way  to  have  less  machinery  and  get  the 
answer  that  we  are  in  duty  bound  to  get  if  our  utilities  are  going  to  serve 
our  public ;  and  I  frankly  say  that  if  there  is  any  reorganization  of  any 
committee,  it  ought  to  be  that  someone  representing  you,  who  represents 
the  real  public,  should  be  on  this  committee. 

Mr.  ELLIOTT — You  are  referring  to  a  case  that  I  am  calling  attention 
to  in  my  letter,  and  the  voluntary  effort  having  been  futile,  the  Phila- 
delphia Suburban  Gas  and  Electric  Company,  and  all  those  connected 
with  it,  have  brought  the  matter  to  our  attention,  and  we  in  turn  have 
brought  it  to  the  attention  of  the  National  Coal  Association.  They 
communicate  with  the  shipper  and  find  out  the  reason  that  he  is  not 
shipping.  The  shipper  comes  back  and  says,  "  We  have  not  a  car 
supply."  We  try  again,  and  we  have  been  trying  for  the  last  three 
weeks,  and  we  have  not  succeeded.  Mr.  Aitchison,  of  the  Interstate 
Commerce  Commission,  has  expressed  himself,  I  understand,  as  not 
having  time  to  consider  these  individual  cases.  So  our  Committee — I 
prepared  this  statement  here  two  weeks  ago,  and  the  three  of  us 
presented  it  to  the  Interstate  Commerce  Commission. 

Mr.  AINEY — I  presume  you  are  aware  of  the  fact  that  Chairman 
Clark,  before  us  yesterday,  said  that  under  Service  Order  No.  21  not 
one  single  case  had  been  presented  to  the  Interstate  Commerce  Com- 
mission justifying  relief. 

Mr.  ELLIOTT — Then  that  is  a  matter  for  their  judgment.  There  are 
51  cases  there.  I  leave  it  to  you.  They  have  been  presented  to  you 
with  that  letter.  We  consider  them  emergency  cases.  I  think  this 
body  here  would  consider  them  emergency.  The  Interstate  Commerce 
Commission  at  that  meeting  dismissed  them,  saying  they  did  not  con- 
sider any  of  these  emergency,  and  besides,  that  the  public  utilities  could 
go  into  the  open  market  and  buy  coal. 

Mr.  AINEY — Thank  you  very  much. 
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Mr.  FORWARD — You  say  Service  Order  21  does  not  function? 

Mr.  ELLIOTT — Not  yet. 

Mr.  FORWARD — Would  you  advocate  a  return  to  Service  Order  16 
or  Service  Order  9,  or  if  not,  what  sort  of  a  service  order  do  you  think 
would  function? 

Mr.  ELLIOTT — Service  Order  21  never  was  put  into  effect. 

Mr.  FORWARD — Do  you  mean  that  the  order  has  not  been  put  into 
effect  ? 

Mr.  ELLIOTT — No,  the  order  is  lying  there  dormant. 

Mr.  FORWARD — Do  you  think  it  can  be  made  to  function  ? 

Mr.  ELLIOTT — Yes,  absolutely. 

Mr.  O.  P.  B.  JACOBSON  of  Minn. — Do  you  think  the  reason  the 
public  utility  did  not  come  back  after  the  coal  was  because  of  the 
high  price? 

Mr.  ELLIOTT — No  doubt  to  a  large  extent. 

Mr.  JACOBSON — And  do  you  not  think  the  reason  for  the  high  price 
was  on  account  of  the  foreign  demand? 

Mr.  ELLIOTT — I  would  not  like  to  express  an  opinion.  I  do  not 
know.  I  think  it  was  because  of  the  restrictions  and  regulations  of 
the  Commission,  and  then  a  runaway  market. 

Mr.  JACOBSON — I  think  this  convention  would  like  to  know,  because 
when  I  came  east  last  spring  to  investigate  this  matter  I  went  to  New 
York  City,  and  I  saw  some  of  my  own  people  that  I  know  there. 
They  did  not  know  why  I  asked  these  questions,  and  they  told  me  they 
were  buying  coal  for  Norway  and  Sweden,  that  they  were  buying  coal 
for  foreign  countries,  and  I  came  back  here  to  Washington  with  that 
information.  They  told  me  here  that  they  could  not  help  it.  Mr. 
Groverman  was  here  when/ 1  came  down  the  first  time,  and  he  told  the 
Interstate  Commerce  Commission  that  they  had  contracts  from  the 
northern  railroads,  and  the  northern  railroads  have  not  given  any  con- 
tracts, so  it  was  a  misundrstanding  between  the  dock  companies  and  the 
Interstate  Commerce  Commission;  and  I  investigated  when  I  went 
back  to  Minnesota,  and  it  was  a  fact  that  neither  the  Northern  Pacific 
nor  any  of  them  had  given  contracts  to  Mr.  Groverman.  Mr.  Grover- 
man was  here  all  the  time,  and  came  out  in  the  press  about  the  coal 
situation.  Therefore  I  am  sure  that  as  long  as  the  coal  operators 
could  sell  their  coal  to  Europe  they  naturally  would  force  the  public 
utilities  in  this  country  to  pay  the  higher  price.  That  is  just  exactly 
the  situation  that  existed  last  summer.  I  came  down  here  and  showed 
them  that  the  Russian  government  had  had  a  man  over  here,  a  Nor- 
wegian banker  with  $14,000,000  deposited  in  a  Norwegian  bank  in 
Norway,  and  he  was  here  in  this  country  to  buy  coal  for  Russia. 
Therefore  I  think  it  is  of  great  importance  to  the  American  people 
that  we  should  consider  America  first,  American  public  utilities  and 
the  American  people,  especially  in  the  Northwest,  where  we  have  some- 
times a  temperature  of  30  below  zero.  I  think  it  is  important  that 
we  should  have  coal  before  any  foreign  country  should  have  it,  and 
I  think  that  matter  should  be  taken  up  by  the  next  committee  that 
represents  this  Association. 

Mr.  ELLIOTT — Mr.  Ainey,  if  Order  21  was  in  effect,  assigning  cars 
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for  bona  fide  contracts,  the  Philadelphia  Suburban  Gas  &  Electric 
Company  would  have  all  the  coal  for  their  daily  operations. 

President  SHAW — I  would  like  to  ask  Mr.  Elliott  whether  those 
utilities  that  own  their  own  mines  are  now  experiencing  an  acute  coal 
shortage.  For  instance,  in  Chicago  the  so-called  Central  Control 
Properties,  the  Commonwealth,  Edison  and  others,  receive  a  large 
part  of  their  coal  from  their  own  operators'  mines,  and  we  have  other 
utilities  who  control  their  own  mines.  Are  they  suffering? 

Mr.  ELLIOTT — Yes,  because  they  are  absolutely  on  the  basis  of  the 
cars  they  are  entitled  to  on  the  regular  car  distribution  basis,  and  if 
the  car  supply,  according  to  those  figures,  which  I  think  do  not  mean 
much,  is  40  per  cent.,  they  get  40  per  cent,  in  accordance  with  their 
existing  ratio. 

President  SHAW — My  reason  for  asking  the  question  is  that  I  see 
they  are  not  on  the  list  which  you  present. 

Mr.  ELLIOTT — No.  This  was  not  selected.  This  was  taken  at 
random. 

President  SHAW — In  the  winter  of  1916-1917,  in  the  city  of  Chicago, 
by  reason  of  the  weather  conditions,  there  was  an  acute  coal  shortage. 
That  was  before  the  Government  took  over  the  railroads.  The  Illinois 
Commission  at  that  time  made  quite  an  investigation  and  held  hearings, 
and  we  ascertained,  to  our  satisfaction  at  least,  that  this  occurred : 
You  might  have  a  contract  with  A  for  coal  and  I  might  have  a 
contract  with  B  for  coal.  These  contracts  had  the  car  shortage  clause 
and  so  forth.  I  cannot  obtain  coal  on  my  contract,  because  I  cannot 
get  any  cars,  and  I  cannot  ship  the  coal.  Your  contractor  will  tell 
you  the  same  story ;  but  I  could  go  out  on  the  open  market  in  Chicago 
and  buy  from  your  coal  operator  and  you  could  go  out  on  the  open 
market  and  buy  from  my  coal  operator  with  whom  I  had  a  contract, 
and  get  all  the  coal  I  needed  if  I  had  the  price.  Now  in  this  situation, 
where  you  do  not  have  contracts,  is  it  the  position  of  the  coal  operator 
that  the  coal  shortage  exists  by  reason  of  the  fact  that  because  he  is 
taking  care^of  the  cars  needed  to  supply  the  open  market  he  has  no 
cars  left  to  supply  contract  coal? 

Mr.  ELLIOTT — Do  you  mean,  have  we  any  evidence  to  show  that 
the  operator  with  50  per  cent,  available  for  contract  production  and 
50  per  cent,  available  for  the  spot  market,  is  supplying  the  spot  market 
and  finding  an  excuse  in  the  car  supply  or  some  other  reason  for  not 
fulfilling  his  contract  ? 

President  SHAW — That  he  is  shipping  to  the  open  market. 

Mr.  ELLIOTT — We  have  those  cases  brought  to  our  attention.  I 
intended  to  withhold  anything  like  that,  but  there  are  undoubtedly 
such  cases. 

President  SHAW — I  do  not  desire  to  curtail  this  discussion.  I  simply 
call  the  attention  of  the  convention  to  the  fact  that  the  time  is  slipping 
away. 

Mr.  ELLIOTT — I  am  grateful  for  the  time  you  have  given  me,  and 
am  willing  to  answer  any  other  questions. 

Mr.  WALTER  M.  SMITH  of  Michigan — Can  Mr.  Elliott  state  in  a  few 
words  just  what  he  recommends? 

Mr.  ELLIOTT — I  recommend  nothing  more  than  I  have  recommended 
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to  the  Interstate  Commerce  Commission,  that  they  put  into  effect  at 
once  Service  Order  21,  and  as  far  as  emergency  cases  are  concerned, 
and  let  them  declare  whether  they  are  emergency  cases. 

Mr.  EARL  R.  STEWART  of  Michigan — Up  in  Michigan  we  have  a 
number  of  small  utilities  whose  use  of  coal  is  not  large,  but  the  utility 
is  very  valuable  to  its  community.  Unfortunately  a  great  many  of 
these  utilities  find  themeslves  with  franchises  fixing  their  gas  rates 
at  $1  or  $1.25,  or  something  like  that,  and  obviously  they  do  not  dare 
go  out  and  buy  $15  coal,  or  at  least  contract  for  it  for  a  long  period 
of  time.  Now  if  that  utility  goes  out  and  buys  500  tons  in  the  spot 
market,  does  not  that-  immediately  become  a  contract  that  you  could 
handle  under  Service  Order  21  if  the  Interstate  Commerce  Commission 
would  function? 

Mr.  ELLIOTT — Absolutely,  unless  it  had  conditions,  unless  that  was 
absolutely  conditional  on  assigned  cars,  and  that  is  an  option  that  the 
Interstate  Commerce  Commission  put  in.  I  do  not  think  it  is  proper 
to  buy  it  with  those  conditions.  If  they  will  buy  at  any  time  500  tons 
I  think  they  are  entitled  to  enjoy  the  same  protection  that  any  other 
contractor  has.  But  if  they  buy  it  absolutely  on  the  basis  of  assigned 
cars,  that  was  done  previously,  where  the  man  would  not  even  contract 
with  them  for  the  tonnage  unless  it  was  stipulated  that  they  get  the 
assigned  cars. 

Mr.  SMITH  of  Michigan — I  should  like  to  get  some  further  infor- 
mation in  connection  with  the  discussion  of  this  resolution. 

The  Chairman  (Mr.  Taylor  of  Nebraska  in  the  chair) — May  I  sug- 
gest that  Mr.  Elliott  be  permitted  to  conclude  ? 

Mr.  GUTHEIM — Would  it  be  possible  to  have  some  statement  of  the 
situation  with  respect  to  the  matter  as  to  which  Mr.  Jacobson  made  his 
complaint?  It  is  a  fact  that  back  in  the  early  summer  there  was  an 
extensive  accumulation  of  tidewater  coal  at  the  North  Atlantic  ports, 
not  by  any  means  all  for  export.  The  export  coal  for  the  most  part 
goes  through  Hampton  Roads  and  Baltimore  and  very  little,  if  any, 
goes  through  Philadelphia  or  New  York.  In  order  to  correct  that 
situation  the  Interstate  Commerce  Commission  asked  the  coal  operators 
and  the  railroads  to  meet  together  to  see  if  some  arrangement  could 
not  be  made  to  prevent  such  accumulation  in  the  future,  and  with 
the  consent  of  the  Commission  the  railroads  then  established  an  em- 
bargo, which  was  made  uniform  at  all  ports,  and  under  which  an 
operator  who  desired  to  ship  to  tidewater  for  transshipment  there  into 
vessels  was  not  permitted  to  do  so  until  he  first  furnished  reasonable 
assurances  that  the  coal  upon  arrival  at  the  port  would  be  loaded  on 
the  vessel  with  reasonable  promptness.  In  addition  to  that  he  was 
required  to  furnish  information  as  to  the  exact  origin  of  the  coal,  either 
the  mine  or  the  district.  That  was  done  for  the  purpose  of  avoiding 
speculation  in  permits,  and  speculation  in  coal  on  the  basis  of  control 
of  the  transportation  in  the  vessels.  Further  than  that,  the  Commis- 
sion very  early  in  the  summer  protected  the  northwest  with  Service 
Order  No.  10.  But  I  may  say  in  that  connection,  that  although  that 
order  was  formulated  upon  the  understanding  that  it  would  be  kept 
until  the  close  of  navigation,  it  was  found  a  couple  of  weeks  ago  that 
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the  Northwest  was  not  taking  the  coal  at  Lake  Erie  ports  as  rapidly  as 
it  was  being  sent,  and  the  order  was  cancelled.  Similarly  the  Com- 
mission protected  New  England,  which  was  particularly  ad- 
versely affected  by  the  export  coal  situation,  with  another  order  based 
upon  the  Lake  order.  That  remained  in  effect  even  a  much  shorter 
time  than  did  the  Lake  order.  Both  the  Northwest  or  Lake  order 
and  the  New  England  order,  however,  did  not  contemplate  any  prefer- 
ence whatever  to  the  mines  for  loading  the  coal  upon  the  Commission's 
order.  The  loading  was  compelled  by. the  Commission  out  of  the  pre- 
vailing distribution  of  cars,  by  an  order  that  required  the  railroads 
to  embargo  the  shipment  of  coal  elsewhere  until  the  Commission's 
requirements  for  the  Northwest  and  for  New  England  were  met. 

Mr.  JACOBSON — My  information  came  from  the  Interstate  Commerce 
Commission  itself.  Mr.  Groverman  gave  me  a  copy  of  the  order  that 
he  had  taken.  When  I  came  back  I  investigated  and  found  that  neither 
the  Northern  Pacific  nor  any  other  Northwestern  road  had  given  con-" 
tracts  to  the  dock  operators.  One  other  thing  I  will  call  attention  to, 
that  the  coal  that  was  shipped  out  of  this  country  through  Canada  was 
for  foreign  shipment. 

Mr.  GUTHEIM — No. 

Mr.  JACOBSON — I  investigated  that. 

Mr.  GUTHEIM — The  Canadian  Fuel  Administration  prohibited  the 
export  shipment  of  coal. 

Mr.  JACOBSON — Was  there  anything  in  Service  Order  No.  10  which 
mentioned  a  certain  amount  of  cars  to  be  delivered  to  the  Lake  Erie 
ports  every  day  ? 

Mr.  GUTHEIM — The  Commission  simultaneously  with  the  issuing 
of  the  order  instructed  its  agents  as  to  just  how  much  coal  was  to  be 
obtained  under  the  order,  and  allocated  that  coal  to  the  amount  of 
3,960  cars  a  day. 

Mr.  JACOBSON — You  admit  that  there  was  nothing  mentioned  in  the 
order  about  4,000  cars  a  day? 

Mr.  GUTHEIM — So  far  as  I  recollect,  not  in  the  order  itself. 

Mr.  JACOBSON — Then  I  will  tell  you  where  the  4,000  cars  are  men- 
tioned, but  not  in  Order  No.  10.  Chairman  Clark  of  the  Interstate 
Commerce  Commission  wrote  a  letter  to  Mr.  Griggs,  their  representa- 
tive in  Cleveland,  stating  that  it  was  possible  to  get  a  certain  amount 
of  cars  down  to  the  Lake  Erie  ports  daily  and  that  4,000  cars  would  be 
a  good  number  to  have  delivered,  but  there  was  nothing  in  Service 
Order  No.  10  about  it. 

Mr.  GUTHEIM — But  the  4,000  cars  were  agreed  upon  before  the 
order  was  issued? 

Mr.  JACOBSON — It  does  not  matter  what  the  Interstate  Commerce 
Commission  approved  of,  or  what  thev  thought  ought  to  be  delivered, 
when  it  was  not  in  the  order  itself.  It  has  got  to  be  done  in  writing 
in  the  order  issued  by  the  Commission. 

Mr.  SMITH  of  Michigan — I  have  examined  this  statement  of  this 
Committee  with  considerable  interest.  It  includes  eight  utilities  from 
Michigan  which  are  getting  only  something  like  35  per  cent,  of  their 
consumption  in  the  last  three  or  four  weeks.  We  know  that  is  true 
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in  Michigan,  and  I  am  not  surprised  at  this  statement  of  the  fifty 
representative  utilities.  This  resolution  which  I  am  about  to  offer 
may  not  cover  the  ground  and  may  not  be  of  any  use,  but  I  desire  to 
offer  it  at  this  time: 

"  Whereas,  we  recognize  that  the  coal  stocks  of  public  utilities  have 
been  and  are  now  generally  far  below  normal,  and  that  during  the 
period  elapsing  since  October  14,  1920,  at  which  time  I.  C.  C.  Service 
Order  No.  16  was  superseded  by  I.  C.  C.  Service  Order  21,  shipments 
of  coal  to  many  public  utilities  have  approximated  only  50  per  cent, 
of  their  daily  consumption,  and 

"  Whereas,  The  experience  of  public  utilities  operators  and  public 
service  commissions,  has  been  to  the  effect  that  utilities  generally 
should  go  into  the  winter  season  with  a  surplus  stock  of  coal  to  main- 
tain operations  during  the  rigorous  winter  weather,  which  interferes 
greatly  with  transportation  movements,  and 

"  Whereas,  A  continuation  of  such  deficiency  in  shipments  can  re- 
sult only  in  eventual  disability  of  the  utilities  to  serve  the  users  of 
their  service,  thereby  entailing  general  suffering,  discomfort  and  loss 
on  the  public,  and  < 

"  Whereas,  Under  the  Interstate  Commerce  Commission  Service 
Order  No.  21  providing  for  the  relief  of  utilities  under  such  circum- 
stances, sufficient  help  has  not  been  extended  the  public  utilities  to 
maintain  their  supply  of  coal  and  no  cars  have  been  assigned  for  public 
utility  loading  as  contemplated  by  such  order, 

"  Resolved,  That  the  National  Association  of  Railway  and  Utilities 
Commissioners  does  hereby  recommend  to  and  urge  the  Interstate 
Commerce  Commission  to  promptly  take  such  action  as  may  be  neces- 
sary to  insure  to  the  public  utilities  such  supply  of  coal  as  will  enable 
them  to  fully  and  uninterruptedly  discharge  their  legal  and  moral 
obligations'  to  furnish  service  to  the  public  depending  on  them  for  such 
service,  and  if  necessary  to  give  immediate  effect  to  its  Service  Order 
No.  21." 

That  is  a  very  general  resolution.  I  am  frank  to  say  that  out  of 
this  discussion  I  have  not  been  able  to  formulate  in  my  own  mind 
anything  that  would  appear  to  me  to  be  effective  or  that  might  be  any 
more  specific,  but  I  desire  to  offer  this  resolution  and  move  that  it  be 
adopted. 

Mr.  FORWARD — If  I  understood  the  reading  of  the  resolution,  it 
states  at  the  conclusion  that  we  ask  the  Interstate  Commerce  Commis- 
sion to  put  ino  effect  Service  Order  No.  21,  which  the  Interstate  Com- 
merce Commission  say  is  already  in  effect.  I  would  suggest  that  we 
change  the  specific  wording  in  that  particular  sentence. 

Mr.  SMITH,  of  Michigan — I  think  that  the  order  has  been  made 
but  never  used. 

Mr.  FORWARD — They  claim  it  is  in  effect. 

Mr.  SMITH,  of  Michigan — It  has  never  been  put  into  actual  effect, 
never  been  used.  Now  you  say  that  they  do  whatever  is  necessary, 
and  if  necessary  give  immediate  effect  to  the  order.  We  might  say 
that  they  immediately  apply  the  provisions  of  the  order  and  give  it 
some  actual  effect,  it  being  in  legal  effect. 
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Mr.  GEORGE  P.  PELL,  of  North  Carolina — Let  me  suggest  that  the 
effect  they  have  given  is  not  perfectly  effective. 

President  SHAW  (speaking  from  the  floor) — Whatever  I  have  to 
say  on  the  floor  of  this  convention  is  not  said  as  president,  but  as  an 
individual  commissioner,  and  I  wish  the  members  would  so  regard  it. 

As  I  see  it,  the  Interstate  Commerce  Commission  has  assumed  the 
responsibility  of  distributing  to  the  best  advantage  such  car  supply  as 
there  is  now  available.  We  have  been  having  a  discussion  for  the 
last  two  days — this  is  the  third  day — as  to  the  acute  situation  concern- 
ing the  supply  of  coal  to  those  utilities.  I  think  from  the  discussion, 
and  possibly  from  the  statements  made  by  Mr.  Aitchison,  we  may  read 
between  the  lines,  as  to  what  extent  you  may  judge  for  yourself.  I 
should  not  like  to  see  this  Association,  by  any  resolution  that  it  might 
adopt,  pledge  itself  to  aid  any  of  the  coal  operators  that  may  be  re- 
sorting to  unfair  means  or  methods.  I  think  the  Interstate  Commerce 
Commission  is  well  advised  of  the  present  situation  and  of  the  necessity 
of  acting.  I  doubt  seriously  the  propriety  of  this  convention  adopt- 
ing the  resolution  offered. 

Mr.  AINEY — I  think  there  may  be  some  doubt  as  to  the  propriety 
of  putting  on  record  our  criticism  of  the  effectiveness  of  Special  Ser- 
vice Order  21.  I  do  not  care  to  make  a  motion,  but  it  does  seem  to 
me  that  this  Association  might  with  perfect  propriety,  through  its 
president,  appoint  a  committee  to  consider  this  subject  and  take  such 
steps  as  in  their  judgment  may  be  necessary,  either  directly,  through 
the  action  of  the  State  Commissions,  or  through  such  representations 
as  they  may  make  in  conference  with  the  Interstate  Commerce  Com- 
mission, if  the  Interstate  Commerce  Commission  desire  a  conference, 
to  bring  about  a  readjustment  of  conditions  which  would  enable  the 
utilities  that  are  so  much  in  need  of  coal,  as  pointed  out  by  Mr.  Elliott, 
to  receive  it ;  and  I  think  a  committee  rather  than  a  resolution  of  this 
nature  might  accomplish  that  end. 

Chairman  TAYLOR — You  do  not  offer  that  as  a  substitute  ? 

Mr.  AINEY — I  feel  some  hesitancy  about  doing  that. 

Mr.  SMITH,  of  Michigan — If  I  may  be  permitted  a  moment,  might 
not  the  objection  be  removed  by  letting  the  resolution  read  this  way: 
"  Resolved,  That  the  National  Association  of  Railway  and  Utility  Com- 
missioners does  hereby  recommend  to  and  urge  the  Interstate  Com- 
merce Commission  to  promptly  take  such  action  as  may  be  necessary 
to  insure  to  the  public  utilities  such  a  supply  of  coal  as  will  enable 
them  fully  and  uninterruptedly  to  discharge  their  legal  and  moral 
obligations  to  furnish  service  to  the  public  depending  on  them  for  such 
service,"  and  leave  out  all  else  from  the  resolution. 

Chairman  TAYLOR — The  Chair  does  not  desire  to  assume  any  au- 
thority, occupying  the  Chair  temporarily  as  he  is,  but  will  call  atten- 
tion to  the  report  of  the  Executive  Committee  adopted  by  the  Asso- 
ciation, that  all  resolutions  not  relating  to  the  work  of  their  committees 
shall  be  referred  to  the  Executive  Committee.  I  presume  under  that 
provision  a  resolution  offered  from  the  floor  is  not  in  order. 

Mr.  SMITH,  of  Michigan — That  disposition  of  it  at  just  this  mo- 
ment will  be  entirely  satisfactory  to  me,  and  we  can  take  it  up  at  a 
later  time. 
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Chairman  TAYLOR — Then  let  it  be  understood  that  the  resolution  will 
be  referred  to  the  Executive  Committee. 

Mr.  FORWARD — I  suggest  that  we  take  up  the  special  order. 

President  SHAW  (resuming  the  chair) — I  presume  that  that  dis- 
poses of  the  discussion  of  the  subject  presented  in  Commissioner  Ait- 
chison's  paper  on  Wednesday. 

The  next  special  order  of  business  is  the  report  of  the  Committee 
on  Statistics  and  Accounts  of  Public  Utility  Companies. 

REPORT  OF  THE  COMMITTEE  ON  STATISTICS  AND 
ACCOUNTS   OF   PUBLIC  UTILITY  COMPANIES. 

President  SHAW — The  next  special  order  of  business  is  the  report 
of  the  Committee  on  Statistics  and  Accounts  of  Public  Utility  Com- 
panies, Chairman  O.  O.  Calderhead,  of  Washington. 

Mr.  O.  O.  CALDERHEAD,  of  Washington — Mr,  President  and  gentle- 
men of  the  Convention,  I  desire  to  supplement  the  report  of  the  Com- 
mittee on  Statistics  and  Accounts  of  Public  Utilities  by  making  the 
following  statement,  which  I  believe  should  be  incorporated  in  the 
report  and  printed. 

At  the  Indianapolis  Convention  last  year  a  resolution  was  adopted 
which  placed  upon  the  Committee  on  Statistics  and  Accounts  of  Public 
Utilities  the  duty  of  formulating  and  presenting  to  the  individual  state 
commissions  uniform  accounting  systems  for  public  utilities  other  than 
railroads.  This  program  in  its  entirety  has  been  found  impossible  of 
accomplishment.  As  we  all  know,  the  past  year  has  brought  to  all 
public  utility  commissions  more  numerous  and  more  difficult  problems, 
both  of  regulation  and  administration,  than  ever  before.  Each  state 
commission  has  seen  its  own  work  immensely  increased  with  a  cor- 
responding diminution  of  the  time  that  could  be  given  to  collective 
work,  such  as  that  of  this  Association.  Under  these  conditions,  the 
committee  has  not  endeavored  to  do  more  than  prepare  standard  classi- 
fications of  accounts  for  electric  and  gas  companies,  believing  that  if 
its  full  task  could  not  be  accomplished,  this  was  the  field  in  which  a 
more  uniform  accounting  system  offered  the  most  immediate  advan- 
tages. 

Even  this  limited  program  proved  to  be  far  more  than  could  be 
successfully  carried  out  along  the  lines  originally  proposed.  The  idea 
of  submitting  copies  of  the  committee's  tentative  classifications  to  each 
commission  in  advance  of  the  annual  convention  was  found  impossible 
of  attainment.  The  best  that  we  have  been  able  to  do  is  to  have  a  few 
advance  copies  printed  barely  in  time  for  distribution  at  this  convention, 
although  it  is  the  expectation  that  copies  will  be  sent  to  each  state  com- 
mission in  accordance  with  the  original  resolution  defining  the  com- 
mittee's task  for  this  year. 

A  meeting  of  the  committee  was  held  at  Chicago,  April  21st  and  22d, 
with  the  object  of  arriving,  if  possible,  at  an  agreement  with  representa- 
tives of  the  National  Electric  Light  Association  and  the  American  Gas 
Association  on  the  fundamental  principles  that  should  underlie  any 
standard  accounting  system  for  the  industries  of  which  the  associations 
are  representative. 
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There  was  also  some  thought  that  the  meeting  might  find  it  profitable 
to  discuss  the  work  to  be  attempted  in  other  fields  than  those  of  electric 
and  gas  accounting.  It  was,  however,  soon  seen  that  all  the  time  which 
the  members  of  the  committee  could  spare  would  have  to  be  devoted 
to  the  electric  and  gas  classifications,  if  any  work  worth  while  was  to 
be  accomplished  before  the  November  convention.  Along  this  special 
line  gratifying  progress  was  made  at  the  Chicago  meeting.  Substantial 
agreement  was  reached  on  principles  regarded  as  of  fundamental  im- 
portance, and  the  task  of  embodying  these  in  a  complete  accounting 
system  was  then  entrusted  to  a  sub-committee  of  three. 

It  was  immediately  following  the  Chicago  conference  referred  to  that 
the  Chairman  addressed  to  all  the  commissions  a  circular  letter,  copy  of 
which  is  appended,  stating  what  progress  had  been  made  and  what 
it  was  hoped  to  accomplish,  and  urging  every  commission  that  was  then 
engaged  independently  in  devising  a  classification  of  accounts,  for  its 
own  use,  to  defer  final  action  on  such  classification,  in  the  interest  of 
uniformity,  until  the  report  of  the  Committee  on  Statistics  and  Accounts 
of  Public  Utilities  should  be  available. 

As  it  has  happened,  the  sub-committee  was  not  able  to  complete  its 
drafts,  which,  it  will  be  appreciated,  involved  a  vast  amount  of  detail, 
in  time  for  submission  to  the  individual  commissions.  The  sub- 
committee held  a  meeting  at  Chicago  in  September,  at  which,  during 
sessions  lasting  for  four  days  and  evenings,  suggestions  and  criticisms 
from  all  sources  were  thoroughly  discussed. 

At  these  conferences  the  sub-committee  had  before  it  a  complete  draft 
of  a  uniform  system  of  accounts  for  gas  companies,  prepared  by  the 
Accounting  Committee  of  the  American  Gas  Association,  a  similar  draft 
for  electric  light  and  power  companies,  prepared  by  the  corresponding 
committee  of  the  National  Electric  Light  Association,  and  a  draft  pre- 
pared by  the  sub-committee  itself.  The  latter  was  adopted  as  the  basis 
for  the  sub-committee's  recommendations,  but  there  were,  as  a  result 
of  the  conference,  incorporated  therein  many  ideas  originating  with  the 
associations  representing  the  electric  and  gas  industries.  Members  of 
these  associations  were  present  at  the  second  Chicago  conference,  and 
contributed  invaluable  advice  and  assistance  towards  the  sub-com- 
mittee's work.  The  report  of  the  sub-committee  transmitting  their 
draft  as  finally  agreed  upon  is  appended. 

In  presenting  this  report  your  Committee  wishes  to  emphasize  again 
the  many  advantages  of  uniformity.  The  importance,  for  the  avoid- 
ance of  confusion  and  misunderstanding,  of  always  using  the  same 
word  in  the  same  sense  is  so  obvious  that  it  need  only  be  mentioned. 
The  greater  usefulness  of  comparative  figures,  and  the  elimination  of 
wasteful  duplication  of  records  by  utilities  which  operate  in  more 
than  one  state,  are  also  advantages  that  commend  themselves  at  once 
to  any  one  who  turns  his  attention  to  them.  A  less  obvious  virtue  of 
uniformity,  but  one  that  may  appeal  to  those  commissions  which,  with 
inadequate  appropriations,  are  endeavoring  to  secure  and  retain  the 
services  of  competent  professional  accountants  and  statisticians,  is  that 
the  greater  the  uniformity  of  accounting  practice,  the  wider  becomes 
the  field  from  which  experienced  public  utility  accountants  can  be 
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drawn,  and  the  less  time  has  to  be  spent  in  educating  the  new  men  to 
their  special  task.  It  might  almost  be  said  that  any  accounting  system 
is  a  good  one,  provided  it  is  followed  by  all  alike. 

While  realizing  to  the  full  the  advantages  of  uniformity,  the  com- 
mittee has  also  kept  in  mind  the  fact  that  different  laws  and  different 
policies,  to  say  nothing  of  different  local  conditions,  will  make  neces- 
sary, to  some  extent,  different  accounting  requirements  in  different 
states.  The  committee  has  found  many  differences  of  opinion  as  to 
matters  of  form  and  detail.  Probably  no  one  will  find  the  classification 
submitted  exactly  such  as  he  would  have  prepared,,  and  we  doubt  if 
any  classification  could  be  prepared  with  all  details  of  which  any  one 
except  its  author  would  agree.  However,  the  differences  which  we 
have  experienced  have  all  been  in  matters  of  arrangement,  definition 
and  structure.  At  no  time  has  there  been  any  difference  of  opinion  as 
to  the  purposes  which  the  classifications  should  serve,  and  we  have 
attempted  to  apply  to  every  suggestion  the  test  of  its  usefulness  in  help- 
ing to  accomplish  the  purposes  of  uniform  accounting. 

We  anticipate  the  accountants  of  the  several  commissions  will  find 
many  things  done  differently  than  they  would  have  done  them,  but 
we  fully  believe  that  while  there  will  be  differences  of  opinion  regard- 
ing the  procedure  to  be  followed,  these  differences  will  be  found  to  be 
matters  of  personal  preference  where  any  one  of  several  ways  would 
lead  to  the  result  desired,  and  not  differences  as  to  the  fundamentals 
of  the  classifications.  We  submit  these  classifications  believing  that 
their  application  in  the  several  states  will  accomplish  the  results  needed 
for  effective  administration  of  regulatory  laws  and  will  also  meet  the 
requirements  of  the  industries.  • 

We  have  tried  to  be  mindful  of  the  fact  that  regulating  bodies  are 
not  intended  to  interfere  in  accounting  matters  further  than  is  neces- 
sary in  order  to  carry  out  the  purposes  for  which  they  were  established. 
It  has  seemed  to  us  important  that  the  classifications  must  be  prac- 
ticable for  the  use  of  the  industry  and  sufficiently  elastic  to  serve 
the  purpose  of  the  business  regardless  of  size  or  complexity.  Gen- 
erally the  classification  which  is  best  adapted  to  the  needs  of  the 
industry  will  be  the  one  which  will  furnish  commissions  with  the  most 
reliable  information. 

We  have  analyzed  all  proposals  with  regard  to  the  problems  met  by 
the  commissions  which  we  represent,  and  have  tried  to  make  provision 
for  conditions  in  states  with  somewhat  different  operating  conditions. 
We  suggest  that  in  the  interest  of  uniformity  commissions  will  need 
to  overlook  differences  in  detail  and  method.  If  the  classifications 
will  produce  results  which  meet  your  requirements  that  is  as  far  as 
your  committee  believes  it  possible  to  secure  unanimity  of  agreement. 

There  are  included  in  the  classifications  in  a  few  instances  various 
regulatory  provisions  which  are  not  strictly  a  part  of  our  accounting 
system  as  such.  It  is  to  be  understood  that  the  committee  has  in- 
cluded these  provisions  merely  as  suggestions  which  each  commission 
is  at  liberty  to  accept,  reject,  or  modify,  as,  of  course,  each  com- 
mission may  do  in  the  case  of  any  part  of  the  classifications.  The 
regulatory  provisions,  however,  are  for  the  most  part  embodied  in 
notes  supplementing  the  accounts  proper,  and  the  committee  wishes 
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to  make  it  plain  that  its  recommendations  for  uniformity  of  accounts 
do  not  extend  with  quite  the  same  force  to  the  suggestions  for  regu- 
latory provisions  which  will  necessarily  be  more  subject  to  modification 
according  to  local  conditions  or  statutes. 

The  committee  can  hardly  ask  this  convention,  as  a  body,  to  put 
itself  on  record  regarding  an  accounting  system  which  its  members 
have  had  no  opportunity  to  examine  thoroughly.  We  do  hope,  how- 
ever, that  in  accepting  the  report  of  this  committee  the  convention 
will  recommend  to  member  commissions  that  they  give  most  careful 
consideration  to  the  accounting  classifications  prepared  by  the  com- 
mittee, and  adopt  them,  if  they  are  found  to  be,  as  the  committee  is 
convinced  they  are,  thoroughly  sound  in  all  fundamental  principles 
of  good  accounting,  making  only  such  modifications  as  may  be  neces- 
sary because  of  local  conditions,  but  not  changing  the  essential  struc- 
ture. 

The  outstanding  features  of  the  proposed  classifications  are  sum- 
marized in  the  sub-committee's  report.  The  main  committee  wishes, 
however,  to  repeat  and  emphasize  two  of  the  recommendations  therein 
made,  and  to  ask  the  convention  to  express  itself  in  favor  thereof 
The  first  is  the  recommendation  that  wherever  possible  the  fiscal  and 
reporting  year  for  public  utilities  be  made  coincident  with  the  calendar 
year.  The  second  is  that  state  commissions  which  adopt  the  proposed 
standard  classifications  and  intend  making  changes  in  same  consult 
the  committee  and  refer  all  questions  of  interpretation  to  the  standing 
committee  on  Statistics  and  Accounts  of  Public  Utilities  of  the  Na- 
tional Association,  'without,  of  course,  binding  themselves  in  any  way 
to  accept  the  decisions  of  that  body,  but  simply  giving  them  whatever 
weight  they  may  deserve. 

In  the  conferences  that  have  been  held  by  the  committee  during  the 
last  two  or  three  days  Mr.  O.  C.  Merrill,  Executive  Secretary  of  the 
Federal  Water  Power  Commission,  and  Mr.  Wm.  V.  King,  Chief  Ac- 
countant for  that  body,  have  appeared  and  expressed  their  earnest 
desire  to  work  with  the  National  Association  particularly  with  refer- 
ence to  the  establishment  of  uniform  accounting  standards.  It  is  not 
clear  to  this  committee  whether  the  Federal  Water  Power  Commission 
might  be  formally  affiliated  with  the  National  Association,  but  we 
wish  to  express  our  cordial  appreciation  of  the  attitude  of  Mr.  Merrill 
and  Mr.  King  and  to  hope  that  next  year's  Committee  on  Statistics 
and  Accounts  of  Public  Utilities  will  in  some  way  include  in  its  mem- 
bership the  chief  accountant  of  the  Federal  Water  Power  Commission 
and  that  the  State  commissions  generally  will  take  whatever  steps  may 
be  practicable  to  coordinate  their  work  with  that  of  this  relatively 
new  federal  body  whose  problems  are  in  so  many  respects  those  of 
the  Public  Utility  Commissions. 

The  committee  believes  that  the  work  which  it  has  been  unable  to 
complete  should  be  taken  up  next  year,  and  that  the  effort  for  stand- 
ardization of  accounts  and  reports  should  be  continued  and  increased. 
Respectfully  submitted, 

O.  O.  CALDERHEAD,  Chairman,  Washington ; 

W.  M.  HAMMOND,  Illinois; 

GEORGE  C.  MATHEWS,  Wisconsin ; 

H.  C.  HASBROUCK,  New  York,  Second  District. 
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Mr.  HARRY  BOGGS  of  Indiana  has  not  seen  this  report,  but  concurs 
in  the  report  of  the  subcommittee  and  approves  the  proposed  standard 
accounting  classifications. 

Mr.  C.  J.  GREEN  of  Oregon  has  not  seen  this  report,  but  approves, 
with  some  reservations,  the  proposed  standard  accounting  classifica- 
tions, and  submits  a  minority  report  which  just  reached  the  committee 
yesterday. 


LETTER  TO  COMMISSIONS  AND  ASSOCIATIONS 

NATIONAL  ASSOCIATION  OF  RAILWAY  AND  UTILITIES  COMMISSIONERS 

COMMITTEE  ON  STATISTICS  AND  ACCOUNTS 

OF 

PUBLIC  UTILITIES  COMPANIES 
Gentlemen : 

You  will  recall  that  at  the  annual  convention  of  the  National  Associa- 
tion of  Railway  and  Utilities  Commissioners  held  at  Indianapolis  last 
fall  a  committee  was  provided  for  the  purpose  of  formulating  and 
recommending  to  the  various  state  commissions  for  adoption  uniform 
classifications  of  accounts  for  various  classes  of  utilities,  among  others 
electrical  corporations  and  gas  corporations.  The  committee  was  to 
confer  with  representatives  of  associations  of  such  companies  and  to 
endeavor  to  work  out  classifications  and  forms  of  annual  reports  which 
should  be  adapted  to  the  needs  not  only  of  the  commissions,  but  also 
of  the  industries ;  and  it  was  thought  that  because  of  the  substantial 
uniformity  in  the  methods  of  carrying  on  the  industries  and  in  the 
character  of  regulation  provided  for  by  the  various  public  service  com- 
mission statutes  there  should  be  no  great  difficulty  in  providing  classi- 
fications of  accounts  which  would  meet  the  requirements  above  indi- 
cated and  be  harmonious  in  principle  and  adapted  to  facilitate  com- 
parisons among  the  various  sections  of  the  country,  and  among  indi- 
vidual companies. 

The  committee  recently  met  in  Chicago  and  devoted  two  days  (April 
21st  and  22nd)  to  a  conference  with  representatives  of  the  National 
Electric  Light  Association  and  the  American  Gas  Association  for  the 
purpose  of  considering  standard  classifications  of  accounts  for  adop- 
tion and  recommendation  by  our  committee.  A  thorough  discussion 
of  underlying  principles  and  of  the  adaptability  of  various  classifica- 
tions to  the  needs  of  the  commissions  was  had,  and  gratifying  progress 
was  made  in  reaching  harmonious  conclusions.  A  subcommittee  was 
appointed  to  harmonize  details  and  the  committee  hopes  to  have  the 
subcommittee's  report  at  an  early  date. 

In  view  of  the  progress  thus  far  made  and  the  expected  early  com- 
pletion of  the  committee's  report,  our  committee  feels  warranted  in 
suggesting  that  commissions  engaged  in  revising  their  orders  relating 
to  classifications  of  accounts  and  forms  of  annual  reports  of  corpora- 
tions and  those  contemplating  revision  in  the  near  future,  defer  final 
action  until  the  committee  is  able  to  submit  its  conclusions  and  recom- 
mendations in  the  form  of  tentative  classifications  of  accounts  for  your 
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consideration.    This  it  hopes  to  do  sufficiently  early  to  permit  revisions 
based  on  its  report  to  be  made  effective  by  January  1,  1921. 

Respectfully, 

O.  O.  CALDERHEAD,  Chairman. 
ADDRESS: 

c/o  Public  Service  Commission, 

Olympia,  Washington. 
May  5,  1920. 

October  11,  1920. 

REPORT  OF  SUB-COMMITTEE  OF  THREE  SELECTED  BY 
THE   COMMITTEE  ON   STATISTICS   AND   ACCOUNTS 
OF  PUBLIC  UTILITIES  OF  THE  NATIONAL  AS- 
SOCIATION   OF    RAILWAY    AND    UTILITIES 
COMMISSIONERS  TO  DRAFT  A  STAND- 
ARD CLASSIFICATION  OF  ACCOUNTS 
FOR     ELECTRIC     AND     GAS 
UTILITIES. 

Mr.  O.  O.  CALDERHEAD,  Chairman, 

Committee  on  Statistics  and  Accounts  of  Public  Utilities, 

National  Association  of  Railway  and  Utility  Commissioners. 

SIR — Your  sub-committee  submits  herewith  its  draft  for  a  Uniform 
System  of  Accounts  for  Electric  and  Gas  Companies.  Certain  prin- 
ciples were  agreed  upon  at  the  conference  between  the  members  of 
the  standing  committee  of  the  National  Association  and  representatives 
of  the  National  Electric  Light  Association  and  the  American  Gas  Asso- 
ciation which  was  held  at  Chicago  last  April,  and  the  work  of  com- 
pleting the  draft  of  a  standard  classification  along  the  general  lines 
laid  down  at  that  conference  was  entrusted  to  a  sub-committee  of  three. 
In  this  work  the  sub-committee  has  profited  by  the  advice  and  active 
assistance  of  the  accounting  sections  of  the  American  Gas  Association 
and  the  National  Electric  Light  Association,  and  in  fact,  has  used 
their  standard  classifications  as  the  basis  for  its  own  recommendations. 
The  relations  between  the  Commission  members  and  the  company  rep- 
resentatives have  been  most  harmonious  and  the  sub-committee  freely 
acknowledges  its  indebtedness  to  these  gentlemen  and  the  organiza- 
tions which  they  represent.  While  the  point  of  view  of  the  Commis- 
sion accountants  was  necessarily  different  on  some  questions  from  that 
of  the  Utility  accountants,  there  was  evident  at  all  times  a  genuine 
desire  to  co-operate  in  establishing  a  system  of  accounting  which  would 
make  it  easier  to  ascertain  the  facts  about  any  electric  or  gas  business. 

The  National  Association  Committee  has  recognized  the  importance 
of  uniform  terminology  and  at  the  Chicago  conference  in  April  the 
constant  endeavor  was  to  select  terms  and  definitions  which  would  be 
as  free  from  ambiguity  as  possible.  It  was  with  this  thought  in  mind 
that  after  a  prolonged  discussion  the  National  Association  Committee 
decided  to  discard  altogether  the  word  "  Depreciation  "  and  to  accept 
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the  substitute  term  proposed  by  the  National  Electric  Light  Associa- 
tion and  American  Gas  Association  accountants,  "'Retirement  Ex- 
pense." It  was  felt  by  all  that  "  Depreciation  "  had  come  to  have  so 
many  unfortunate  connotations  that  clearness  and  uniformity  of  inter- 
pretation could  best  be  attained  by  using  an  entirely  different  term. 
The  wording  of  the  accounts  dealing  with  the  treatment  of  that  loss 
which  is  represented  by  the  difference  between  the  first  cost  of  tan- 
gible property  and  its  value  at  the  time  when  it  becomes  necessary 
to  discard  it,  is  practically  as  agreed  upon  at  the  April  conference  and 
the  sub-committee  has  made  only  minor  changes  in  the  language  of 
those  accounts.  It  is  confidently  believed  that  the  instructions  and 
definitions  relating  to  this  subject  are  as  free  from  ambiguity  in  their 
present  form  as  is  humanly  possible,  and  that  they  lay  down  a  method 
of  accounting  which  does  not  fetter  the  policy  of  any  company  or  com- 
mission in  the  treatment  of  a  most  important  and  at  the  same  time 
most  intricate  economic  problem. 

In  connection  with  the  provision  for  "  Retirement  Expense  "  it  was 
suggested  by  some  representatives  of  the  companies  that  an  account 
should  be  provided  in  the  operating  expense  group  for  "  Contingent 
Expense  "  to  which  a  company  might  make  charges  for  the  purpose  of 
providing  a  reserve  against  unforeseen  contingencies.  While  recog- 
nizing, as  in  fact  many  statutes  recognize,  that  good  business  policy 
requires  a  company  to  earn  more  than  the  bare  minimum  which  will 
just  satisfy  investors  after  providing  for  current  operation  and  main- 
tenance and  the  annual  proportion  of  the  estimated  retirement  loss,  the 
sub-committee  nevertheless  thought  it  unwise  to  include  in  operating 
expenses  an  account  for  items  of  so  indeterminate  a  character.  It 
was  felt  that  if  the  directors  of  a  company  should  decide  that  it  was 
necessary  to  provide  a  specific  reserve  against  contingencies,  it  should 
be  done  by  an  appropriation,  of  net  income  or  surplus  rather  than  by  a 
charge  to  operating  expenses.  Of  course  no  commission  is  bound  to 
accept  as  part  of  the  necessary  current  cost  of  operations  anything  that 
happens  to  be  charged  to  an  operating  expense  account;  nor,  on  the 
other  hand,  is  a  company  foreclosed  from  claiming  the  right  to  earn 
more  than  enough  to  provide  the  bare  minimum  return  to  investors 
by  the  fact  that  provision  for  contingencies  is  not  a  recognized  operat- 
ing expense.  The  sub-committee,  however,  felt  that  operating  ex- 
penses in  a  classification  of  nation-wide  application  should  be  limited 
to  such  items  as  are  naturally  and  unquestionably  a  part  of  the  neces- 
sary cost  of  doing  business. 

Another  feature  of  the  proposed  classification  which  is  deemed 
worthy  of  brief  comment  is  the  treatment  of  delayed  income  items. 
The  general  instructions  as  now  drafted  provide  that  charges  or  credits 
arising  from  transactions  of  past  fiscal  periods  may  nevertheless  be 
taken  into  current  accounts  unless  they  are  so  large  as  seriously  to 
distort  the  income  statement  for  the  current  year,  when  they  may  be 
charged  or  credited  to  profit  and  loss.  Some  fear  was  expressed  that 
this  option  might  be  misused  to  manipulate  the  accounts  so  as  to 
produce  a  favorable  or  unfavorable  showing  according  to  the  desire 
of  the  management  at  any  given  time.  The  sub-committee  did  not 
think  that  this  fear  is  warranted,  but  would  point  out  that  the  way  is 
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open  for  any  commission  which  feels  that  the  danger  of  abuse  is  a 
real  one  to  restrict  the  option  now  permitted  so  as  to  require  specific 
authorization  by  the  commission  for  the  treatment  of  large  delayed 
items. 

The  general  instructions  use  the  terms  "  electrical  corporation  "  and 
"  gas  corporation  "  to  cover  any  form  of  organization  through  which 
an  electric  or  gas  business  may  be  carried  on,  and  the  term  "  account- 
ing company  "  is  also  used  throughout  the  classification  in  a  similar 
inclusive  sense.  Each  State  would  doubtless  wish  to  include  in  any 
order  adopting  and  prescribing  the  standard  uniform  system  of  ac- 
counts, a  definition,  according  to  its  own  laws,  of  the  kind  of  utility 
to  which  the  system  would  apply,  and  if  thought  desirable,  the  language 
of  the  general  instructions  could  be  easily  modified  to  conform  to  the 
language  of  any  particular  statute. 

The  general  instructions  for  operating  expense  accounts  provide  for 
a  classification  of  utilities  according  to  gross  revenue,  the  companies 
doing  the  larger  business  to  use  the  more  detailed  classification  of  ex- 
penses. While  certain  revenues  are  stated  as  the  limit  for  each  class, 
it  is  not  the  intent  to  make  these  figures  a  universal  standard,  but 
rather  to  employ  them  as  an  illustration  of  the  method  of  classifica- 
tion. It  is  recognized  that  one  State  might  find  it  desirable  to  put  into 
"  Class  A  "  all  utilities  with  annual  revenues  of  say  $250,000  or  more, 
while  another  State  might  properly  consider  that  annual  revenues  of 
$100,000  should  be  the  lower  limit  for  the  same  class. 

The  sub-committee  strongly  recommends  that  wherever  State  laws 
permit,  the  fiscal  and  reporting  year  should  be  the  calendar  year.  One 
of  the  chief  advantages  of  a  uniform  accounting  system  lies  in  the 
increased  ability  to  make  comparisons  between  different  utilities,  espe- 
cially where  a  single  management  operates  utilities  in  several  States. 
This  advantage  is  lost  to  a  considerable  extent  if  the  returns  compared 
are  for  different  periods.  The  calendar  year  has  already  been  adopted 
as  the  fiscal  year  by  a  large  majority  of  public  utility  companies  and 
there  are  many  practical  conveniences  in  making  this  the  universal 
custom. 

Another  matter  which  was  considered  by  the  sub-committee,  but 
was  felt  to  be  somewhat  beyond  the  province  of  a  standard  accounting 
system,  is  the  preservation  of  records.  There  ought  to  be  some  definite 
rule  distinguishing  the  kind  of  records  which  must  be  permanently  pre- 
served from  those  which  are  more  or  less  temporary.  The  Interstate 
Commerce  Commission  has  laid  down  rules  of  this  sort  in  great  de- 
tail, giving  the  period  for  which  it  is  required  that  each  of  numerous 
specified  kinds  of  records  shall  be  retained,  and  so  have  a  few  of  the 
State  commissions.  It  might  well  be  part  of  the  task  of  next  year's 
Committee  on  Statistics  and  Accounts  of  Public  Utilities  to  work  out 
similar  rules  for  electric  and  gas  companies. 

As  a  final  recommendation  the  sub-committee  wishes  to  suggest  that 
if  a  uniform  accounting  system  for  electric  and  gas  companies  is  ap- 
proved by  the  National  Association,  all  questions  of  interpretation 
be  referred  by  State  commissions  which  adopt  it  to  the  National  Asso- 
ciation's Committee  on  Statistics  and  Accounts  of  Public  Utilities  act- 
ing in  co-operation  with  the  accounting  sections  of  the  National  Elec- 
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trie  Light  Association  and  the  American  Gas  Association.  A  similar 
practice  has  been  successfully  followed  for  some  time  past  by  the 
Interstate  Commerce  Commission  and  has  resulted  in  settling  a  great 
number  of  practical  questions  and  establishing  a  body  of  precedent 
which  is  of  immense  value  to  railroad  accountants.  Eventually  it 
would  be  very  desirable  if  the  decisions  of  such  a  joint  committee 
could  be  published  from  time  to  time  after  approval  by  the  National 
Association. 

Respectfully  submitted, 

H.  C.  HASBROUCK, 

Chairman,  Sub-Committee, 
GEORGE  C.  MATHEWS, 
W.  M.  HAMMOND. 

(See  Appendices  1  and  2  for  "Uniform  System  of  Accounts  for 
Electrical  Corporations  "  and  "  Uniform  System  of  Accounts  for  Gas 
Corporations,"  as  prepared  by  the  Sub-Committee  and  reported  by  the 
Committee  on  Statistics  and  Accounts  of  Public  Utilities  Companies.) 

LETTER  FROM  MR.  GREEN  TO  THE  SECRETARY. 

Salem,  Ore.,  October  30,  1920. 
Secretary,  National  Association  of  Railway  and  Utilities  Commissioners, 

Washington,  D.  C. 
Dear  Sir : 

The  other  members  of  your  Committee  of  Statistics  and  Accounts  of  Public 
Utility  Companies  have  been  requested  by  Mr.  Calderhead,  its  Chairman,  that 
should  there  be  "  any  exceptions  to  the  foregoing  "  report  of  the  subcommittee 
and  committee,  such  exceptions  should  be  taken  up  directly  with  the  Secretary 
of  the  National  Association. 

It  is  regretted  that  the  short  time  before  the  National  Convention  does  not 
permit  the  suggested  corrections  enclosed  herewith  to  be  taken  up  with  the 
subcommittee,  or  the  committee  as  a  whole,  instead  of  bringing  the  matter 
directly  to  the  attention  of  the  National  Convention.  However,  the  classifica- 
tion of  the  subcommittee  has  only  recently  been  completed  after  what  is  evi- 
dently a  large  amount  of  earnest  work,  and  has  consequently  been  available  to 
the  Commission  accountants  of  the  Northwest  Conference  for  a  very  short 
period.  A  copy  of  the  classification  proposed  by  the  National  Electric  Light 
Association  was  previously  submitted,  and  the  writer  is  indebted  to  the  sub- 
committee for  the  courtesy  given  to  his  necessarily  hurried  suggestions  based 
upon  this  classification. 

It  is,  consequently,  with  a  great  deal  of  regret  that  the  writer,  as  a  member 
of  this  National  Committee,  and  as  such,  the  spokesman  of  the  commission 
accountants  of  the  Northwest  Conference,  finds  himself  in  a  position  to  differ 
with  the  subcommittee's  reported  classification.  The  report  which  follows  is 
practically  the  consensus  of  opinion  of  the  accountants  of  the  Commissions  of 
Utah,  Idaho,  Washington  and  Oregon. 

These  differences  are  apparently  the  result  of  a  difference  in  viewpoint.  All 
accounting  requirements  should  be  so  made  and  classified  that  an  accurate 
analysis,  for  valuation  or  rate  making  purposes,  may  be  easily  made. 

The  suggested  changes  in  the  fixed  capital  classification  and  operating  expenses 
are  the  result  of  the  actual  experience  of  the  writer  as  an  engineer  in  valuation 
and  rate  analyses  which  have  come  before  the  Oregon  Commission  in  the  last 
seven  years.  To  adopt  the  classification  of  the  committee  as  it  now  stands 
would  either  hinder,  or  would  greatly  increase  the  work  of  such  analyses.  Sub- 
divisions of  capital  account  should  be  functional  rather  than  structural.  For 
instance :  a  substation  may  have  therein  transmission  equioment  necessary  for 
stepping  down  the  high  tension  current  brought  from  a  long  distance;  distri- 
bution equipment  such  as  feeder  controllers,  switches,  etc. ;  and  conversion  equip- 
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ment  necessary  for  particular  service  not  incident  to  either  the  ordinary  distri- 
bution or  transmission  capital.  This  functional  distribution  should  be  made  in 
the  fixed  capital  account  in  order  to  permit  a  ready  analysis  of  the  different 
functional  costs  of  operation. 

It  is  probably  true  that  few  of  the  existing  classifications  now  provide  this 
division  in  the  detail  suggested,  and  it  may  be  that  its  necessity  will  apply  to  the 
work  of  only  a  minority  of  the  State  Commissions. 

For  the  purpose  of  ready  analysis,  a  suggested  re-grouping  of  fixed  capital 
accounts  is  offered.  Also  a  re-grouping  of  the  balance  sheet  accounts  is  sug- 
gested. However,  the  specific  corrections  will  be  listed  in  the  order  of  the 
classification  of  the  subcommittee,  together  with  the  argument  for  such  correc- 
tions. It  is  felt  by  all  of  the  Northwest  Commission  accountants  that  the  sub- 
committee's classification  for  the  accounting  of  retirement  expense  is  inadequate. 
The  provisions  therein  permitting  the  retirement  expense  of  fixed  capital  (a 
considerable  portion  of  which  probably  accrued  in  the  preregulatory  period) 
to  be  charged  to  present  operations,  or,  unless  the  regulatory  body  prevents, 
even  to  future  operations,  do  not  seem  to  be  proper  or  justifiable  accounting. 

The  subcommittee  did  not  provide  a  method  of  handling  contingency  expenses, 
due  probably  to  the  uncertainty  of  their  occurrence  and  the  probable  difficulty 
of  justifying  any  fixed  amount  therefor.  If  such  expense,  however,  is  applied 
to  past  contingencies  as  provided  in  the  text  of  this  report,  it  is  hoped  that 
there  will  be  little  objection  to  this  method. 

It  will  be  found  that  several  balance  sheet  accounts  have  been  introduced  in 
order  that  the  status  of  certain  reserves  affecting  the  cost  of  operation  may  be 
shown  in  the  annual  reports  to  be  filed  with  the  regulatory  bodies. 

It  is  hoped  that  these  suggested  corrections  may  be  considered  by  the  conven- 
tion as  an  attemnt  toward  further  perfection  of  the  committees'  work.  Copies 
of  this  letter  will  be  sent  to  the  other  members  of  our  committee. 

Yours  sincerely, 
C.  J.  GREEN, 

Chief  Engineer, 

Public  Service  Commission  of  Oregon. 

LETTER  TRANSMITTING  MINORITY  REPORT 

November  5,  1920. 
Mr.  O.  O.  CALDERHEAD,  Chairman, 

Committee  Utilities  Statistics  and  Accounts, 

National  Association  of  Railway  and  Utilities  Commissioners, 
Powhatan  Hotel, 

Washington,  D.  C. 
Dear  Mr.   Calderhead : 

In  accordance  with  the  instructions  of  your  letter  of  October  22d,  the 
enclosed  letter  to  the  Secretary  of  the  National  Convention  has  been  compiled. 
Your  night  letter  of  November  4th,  indicating  that  there  will  be  a  full  committee 
meeting,  changes  the  circumstances  ro  that  this  letter  is  being  sent  directly  to  you 
for  such  disposal  as  you  may  think  the  conditions  warrant.  A  ccpy  cf  this 
letter  and  of  the  enclosed  letter  to  the  Secretary,  is  being  sent  to  Olympia,  Wash- 
ington, in  order  that  the  further  comments  of  the  Washington  Commission  staff 
thereon  may  be  made  available  to  you. 

It  will  be  impossible  for  me  to  attend  the  National  Convention,  and  I  wish 
you  would  extend  to  the  Committee  and  especially  the  Sub-Committee,  my 
apologies  'for  the  length  and  amount  of  the  suggested  corrections,  all  of  which, 
however,  seem  pertinent.  Those  for  the  rearrangement  of  the  balance  sheet  and 
of  the  fixed  capital  accounts,  I  am  originally  indebted  to  your  Mr.  Hockett. 

One  feature  of  the  classification  as  proposed  bv  the  Sub-Committee,  I  believe 
deserves  especial  and  thoughtful  consideration  before  its  presentation  to  the 
National  Convention.  It  is  the  oroposal  to  provide  that  the  retirement  expense 
on  utility  property  (composed  of  items  upon  each  of  which  more  or  less  of  the 
retirement  expenses  has  actually  accrued  physically)  may  be  all  charged  against 
present  or  future  operations. 

The  proposed  "  saving  clause "  for  the  Commission,  is  a  weak  and  almost 
useless  restriction  upon  the  utility,  as  the  text  above  practically  provides  that  there 
may  be  charged  to  operating  expenses  all  the  realised  instead  of  the  accruing 


PROCEEDINGS  OF  THE  THIRTY-SECOND  ANNUAL  CONVENTION        291 

retirement  expense.  The  distinction  between  the  two  underlined  words  above 
is  the  key  to  the  point  in  controversy.  The  discussion  in  the  letter  to  the 
national  secretary,  in  the  "argument"  in  the  attached  account  "132.  Property 
Abandoned,"  and  in  the  suggested  text  of  accounts  "251,  Retirement  Reserve," 
"  435.  Miscellaneous  Amortization  Chargeable  to  Income "  and  "  782.  Retirement 
Expense,"  should  fully  set  forth  our  opinion  concerning  this  extremely  important 
feature  in  regulatory  accounting. 

The  writer  feels  that  this  matter  is  of  sufficient  importance  that,  should  your 
Committee  be  inclined  to  adopt  the  Sub-Committee's  classification  as  it  now  stands 
(. which  is  in  approximate  conformity  with  the  N.  E.  L.  A.  proposal),  the 
attached  minority  report  be  presented  to  the  convention. 

The  other  suggestions  are  offered  for  what  your  Committee  may  consider  them 
to  be  worth.  They  are  to  a  considerable  extent  the  expression  of  an  engineers 
viewpoint  of  the  result  to  be  desired  by  a  regulatory  body  for  its  analytical 
purposes,  and  may  consequently  differ  to  some  extent  from  past  accounting 
practice.  This  explanation  refers  especially  to  the  division  of  fixed  capital  and 
operating  expense  accounts  upon  the  so-called  "  functional  basis."  Their  adoption 
is  urged,  however,  as  they  represent  accounting  features  which  the  accountants 
of  the  Commissions  of  Washington,  Idaho,  Utah  and  Oregon  wish  to  incorporate 
in  their  state  classifications. 

It  is  with  great  regret  that  I  find  myself  unable  to  meet  the  other  members 
of  your  Committee,  thus  being  able  to  express  in  a  more  direct  and  personal 
manner  my  sentiments  of  appreciation  of  the  work  of  the  Sub-Committee  and 
of  my  fellowship  in  this  endeavor. 

To  yourself  and  the  other  members  of  the  Committee  is  due  an  apology  for 
failure  to  present  a  water  classification  at  this  time.  The  time  spent  upon  the 
electric  classification  and  upon  absolutely  imperative  duties  of  our  own  commis- 
sion work  has  prevented  the  compilation  of  this  assignment.  I  really  feel  that 
the  Sub-Committee  especially  should  have  an  opportunity  to  criticize  my  original 
effort. 

You  will  note  in  the  comments  no  specific  suggestions  concerning  the  gas 
classification.  A  revision  of  the  operating  expense  accounts  to  cover  the  different 
kinds  of  generation  was  strongly  urged  by  your  Mr.  Flagg,  and  it  had  been  hoped 
that  a  specific  setup  of  his  suggestions  would  have  been  available  at  this  time. 

Mimeographed  copies  of  the  suggested  corrections  and  of  the  suggested 
minority  report  will  follow  as  soon  as  they  can  be  prepared. 

Thanking  you  and  the  other  members  of  the  Committee  for  your  sincere 
cooperation  and  consideration,  I  am, 

Very  truly  yours, 
C.  J.  GREEN, 

Chief  Engineer, 

Public  Service  Commission  of  Oregon. 
CJG.AR 

MINORITY    REPORT    OF    COMMITTEE    OF    STATISTICS 

AND  ACCOUNTS   OF   PUBLIC   UTILITIES   NATIONAL 

ASSOCIATION    OF    RAILROAD    AND    UTILITY 

COMMISSIONERS. 

The  proposed  classification  provides  the  following  charge  to  oper- 
ating expenses: 

"  782.  Retirement  Expense. 

'  This  account  shall  include  such  amounts1  as  the  utility  may 
determine  to  be  necessary  (or  as  it  may  be  required  by  law  or  by 
the  order  of  a  regulatory  commission)  to  provide  a  reserve  against 
which  may  be  charged  the  original  cost  of  all  property  retired 
from  service,  plus  the  cost  of  dismantling,  less  salvage.  The 
amounts  charged  to  this  account  and  credited  to  the  *  Retirement 
Reserve '  shall  be  in  addition  to  the  necessary  costs  of  keeping 
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the  plant  and  equipment  in  a  high  state  of  efficiency  through 
charges  to  the  regular  maintenance  accounts." 

"  Note — It  is  the  intent  of  the  classification  that  a  reserve  shall 
be  accumulated  sufficient  to  cover  all  retirement  losses  that  may 
reasonably  be  expected.  If  the  accounting  company  does  not  do 
this  and  later  finds  that  retirement  losses  are  incurred  in  excess 
of  the  amount  that  has  been  estimated,  the  charging  of  such  losses 
to  operating  expenses  either  directly  or  through  the  suspense 
account  '  Property  Abandoned  '  does  not  bind  the  regulatory  com- 
mission to  the  acceptance  of  such  charges  as  part  of  the  necessary 
current  cost  of  maintenance." 

No  objection  should  be  offered  to  such  a  provision  if  it  were  to  be 
applied  to  new  utility  property  upon  which  no  retirement  expenses 
(depreciation)  has  accrued,  or  to  a  property  upon  which  there  has 
been  accrued  adequate  credits  to  its  Retirement  (depreciation)  Re- 
serve. 

However,  there  are  few,  if  any,  utilities  with  entirely  undepreciated 
properties,  and  probably  not  a  great  many  more  which  have  adequate 
reserves.  The  first  sentence  of  the  "  note  "  sets  forth  the  intent  to 
accumulate  (by  charges  to  operation)  sufficient  reserve  "  to  cover  all 
retirement  losses." 

This  apparently  provides  that  those  utilities  which,  by  failing  to 
accrue  an  adequate  reserve  in  the  past,  thus  being  able  to  declare  un- 
justifiable dividends  (or  to  have  shown  a  greater  surplus,  or  lesser 
deficit  than  the  true  one),  may  now,  or  in  the  future,  be  entitled  to 
recover  from  the  rate  payer,  all  of  the  financially  unaccrued  retirement 
expense. 

This  expense  has  accrued  physically  in  the  past,  part  of  it  probably 
in  the  preregulatory  period,  and  as  such  and  in  proper  amount  is 
chargeable  to  such  time ;  i.  e.,  as  a  deduction  from  surplus,  at  this  time. 
Proper  accounting  should  so  provide. 

That  there  has  accrued  in  the  past,  a  debit  balance  against  the  public 
for  service  rendered  by  the  utilities,  is  probably  true  in  many  instances. 
Whether  any,  or  all,  of  this  balance  should  be  recovered  is  a  matter  to 
be  determined  by  each  Commission,  and  as  such  is  a  factor  in  the  de- 
velopment cost,  or  rate  of  return,  and  should  not  be  provided  in  an 
accounting  classification. 

Although  there  is  a  "  saving  clause  "  which  does  not  "  bind  the 
regulatory  Commission,"  it  would  seem  far  better  for  the  latter,  in  a 
classification  of  accounts  which  it  creates  and  prescribes,  to  set  forth 
therein  a  clean  cut,  proper,  and  equitable  accounting  rule  by  which 
it.  the  utility,  and  the  public  may  be  justly  bound. 

Such  a  rule  has,  since  1913,  been  in  effect  in  the  Oregon  Classifica- 
tion. Its  equivalent,  adapted  to  the  proposed  classification,  and  pro- 
viding that  the  retirement  reserve  may  be  charged  only  what  is  due 
against  it  (i  e.,  that  portion  only  of  realized  retirement  as  may  be 
applicable  to  the  period  covered  by  reserves),  and  surplus  (or  income) 
for  the  remainder  (i.  e.,  that  portion  accruing  before  the  reserve  was 
established)  has  been  presented  among  others,  to  your  Committee  on 
Statistics  and  Accounts.  Although  rejected  by  them,  it  is  considered 
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of  sufficient  importance  to  bring  before  the  Convention  as  a  minority 
report.     Its  adoption  is  urged. 

Respectfully  submitted, 

C.  J.  GREEN,  Chief  Engineer, 
Public  Service  Commission  of  Oregon. 

SUGGESTED    CORRECTIONS    TO    THE    CLASSIFICATION    OF    AC- 
COUNTS FOR  ELECTRIC  AND  GAS  UTILITIES 

As    COMPILED    AND    SUBMITTED    BY    THE    SUB-COMMITTEE    OF    STATISTICS    AND 
ACCOUNTS  FOR  PUBLIC  UTILITY  COMPANIES. 

The  following  is  a  suggested  re-grouping  of  Balance  Sheet  Accounts.  (Note: 
For  convenience  in  parentheses  following  each  account  is  the  number  of  the 
present  classification  of  the  Sub-Committee  where  the  suggested  account  number 
differs  therefrom.) 

ASSETS 
101.        Fixed  Capital 

Current  Assets 

111.  Cash 

112.  Notes   Receivable 

113.  Accounts  Receivable   (To  be  required  in  balance  sheets  of  Class  A 

and  Class  B  Companies  in  annual  reports) 

113.1  Consumers'  Accounts  Receivable 

113.2  Accounts  with  Affiliated  Cos. 

113.3  Miscellaneous  Accounts  Receivable 

114.  Interest  and  Dividends   Receivable 

115.  Materials  and   Supplies 

116.  Prepayments 

117.  Miscellaneous  Current  Assets 

121.        Reacquired  Securities  (To  be  required  in  balance  sheets  of  Class  A  ana 
Class  B  Companies  in  annual  reports) 

121.1  Stocks 

121.2  Bonds 

Investments 

131.  Investments   in   Affiliated   Companies    (121) 

132.  Miscellaneous  Investments   (122) 

Reserve    Funds 

141.  Sinking  Funds   (123) 

142.  Retirement   Fund    (instead  of   Replacement   Fund)    (124) 

143.  Miscellaneous  Special  Funds  (125) 

144.  Special   Deposits   (126) 

Suspense 

151.  Jobbing  Accounts  (133) 

152.  Work  in  Progress   (135) 

153.  Miscellaneous  Suspense  (136) 

Deferred  Charges 

161.  Discount   on    Capital    Stock    (141) 

162.  Unamortized  Debt  Discount  and  Expense  (131) 

163.  Clearing  or  Apportionment  Accounts    (134) 

164.  Property  Abandoned   (132) 

165.  Contingency  Suspense  (137,  Suggested  new  account) 
170.  Corporate  Deficit  (150) 

LIABILITIES 
Capital   Stock 

201.  Capital    Stocks 

202.  Premium  on  Capital  Stock 
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Capital  Liabilities 

211.  Long  Term  Debt 

212.  Receiver's  Certificates 

213.  Advances   from  Affiliated  Companies    (241) 

214.  Contributions    for    Extensions — Non-refundable    (225) 

Current  Liabilities 

221.  Notes  Payable 

222.  Accounts   Payable 

223.  Consumers'  Deposits 

224.  Matured  Interest  Unpaid 

225.  Dividends  Declared 

226.  Matured  Long  Term  Debt  Unpaid 

227.  Miscellaneous  Current  Liabilities 

Accrued  Liabilities 

231.  '  Taxes  Accrued 

232.  Interest  Accrued 

233.  Miscellaneous  Accrued  Liabilities 

Unadjusted  Credits 

241.  Retirement  Reserve  (251) 

242.  Casualty  and  Insurance  Reserve  (252) 

243.  Reserve  for  Uncollectible  Bills    (253,   Suggested  New  Account) 

244.  Reserve  for  Inventory  Adjustments    (254,  Suggested  New  Account) 

245.  Miscellaneous    Unadjusted    Credits    (instead   of    "Miscellaneous    Re- 

serves," 257  suggest  new  number  255) 

Deferred  Credits 

251.  Unamprtized   Premium  on  Debt    (253)    Suggested  new  number   257 

252.  Contributions    for    Extensions — Refundable     (258.     Suggested    new 

account) 

253.  Miscellaneous   Deferred    Credits    (instead   of   "  Miscellaneous    Unad- 

justed Credits"  (261) 

Corporate  Surplus 

261.  Sinking  Fund   Reserves    (254)    Suggested  new  number  261 

262.  Contingency  Reserve    (256)    Suggested  new  number  262. 

263.  Miscellaneous  Corporate  Reserves   (263,  suggested  new  account) 
270.  Corporate  Surplus — Unappropriated 

Argument:  "It  should  be  remembered  that  the  classification  when  adopted 
will  probably  come  into  country-wide  use.  Balance  sheets  prepared  in  accordance 
with  the  classification  will  be  read  not  only  by  Commission  members  and  em- 
ployees and  by  officers  of  public  service  corporations,  but  by  stockholders  and 
investors  and  by  prospective  stockholders  and  investors.  The  great  majority  of  the 
latter  will  be  totally  ignorant  of  accounting  matters  and  for  this  reason,  if  no 
other,  the  balance  sheet  should  be  constructed  with  a  view  of  making  it  as  clear 
as  possible  to  a  layman. 

The  corporate  surplus,  both  appropriated  and  unappropriated,  plus  the  capital 
stock  of  the  company,  represents  the  equity  of  the  stockholders  in  the  business. 
A  true  reserve  is  a  part  of  surplus  and  when  such  an  account  as  the  "  Retirement 
Reserve  "  is  grouped  with  true  reserves,  it  is  liable  to  give  a  wrong  impression 
of  the  net  worth  of  the  business. 

The  "  Retirement  Reserve,"  so  called,  is  not  a  reserve  and  cannot  be  consid- 
ered in  any  way  as  a  part  of  surplus.  The  balance  in  the  account,  provided  it 
has  been  properly  built  up,  represents  the  loss  inherent  in  the  plant  and  the 
depreciation  or  actual  value  of  the  plant  may  be  ascertained  by  deducting  from 
the  plant  values  the  amount  in  the  reserve.  It  is,  in  effect,  the  credit  side  of  the 
ledger  accounts  containing  the  plant  values. 

On  the  other  hand,  sinking  fund  reserves  are  true  reserves  and  therefore  a 
part  of  surplus.  The  balance  in  a  sinking  fund  reserve  account  represents  the 
corporation's  equity  in  the  property  purchased  by  money  obtained  from  the  sale 
of  bonds.  When  the  bonds  are  retired,  if  paid  from  the  sinking  fund,  the  balance 
in  the  sinking  fund  reserve  account  is  transferred  to  surplus. 
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The  following  re-grouping  of  Fixed  Capital  Accounts  is  urged  for  the  reasons 
advanced  in  the  argument  next  following : 

Argument:  It  would  seem  desirable  to  arrange  the  capital  accounts  in 
departmental  divisions  rather  than  by  different  classes  of  property  as  now  pro- 
vided. Operating  expenses  are  grouped  according  to  the  different  divisions  of 
operations,  such  as  hydro-electric  generation,  steam  power  generation,  trans- 
mission and  distribution,  etc. ;  and  not  into  such  groups  as  would  disclose  the  cost 
of  maintenance  of  all  structures,  regardless  of  the  use  to  which  the  structures 
are  devoted,  the  cost  of  operation  of  all  equipment  regardless  of  the  use  to  which 
it  is  put.  Since  operating  expenses  are  set  up  on  a  departmental  basis,  why  not 
have  capital  accounts  arranged  in  the  same  manner. 

It  is  not  often  in  a  rate  hearing  or  any  kind  of  an  investigation  that  it  is 
necessary  to  know  the  amount  of  capital  invested  in  land  or  in  structures,  but 
often  it  is  necessary  to  know  the  amount  of  capital  invested  in  hydro-electric  plants, 
distribution  systems,  etc.  If  capital  accounts  are  arranged  according  to  divisions 
of  operation,  it  is  possible  to  compare  the  costs  of  labor  engaged  and  materials 
used  in  operating  and  maintaining  the  different  departmental  groups  of  plant. 

The  following  is  suggested  as  a  tentative  arrangement  of  fixed  capital  accounts : 

FIXED  CAPITAL  ACCOUNTS 

Intangible  Fixed  Capital 

301.  Organization 

302.  Franchises 

303.  Miscellaneous  Intangible  Capital 

Tangible  Fixed  Capital 

Steam  Power  Generation  Capital 

311.  Land   (311a) 

312.  Structures    (312a) 

313.  Boiler  plant  equipment 

315.  Prime  movers  and  auxiliaries — steam   (314) 

316.  Turbo-generator  units — steam  (315) 
Electric  plant— steam  (316) 

318.  Miscellaneous  power  plant  equipment — steam  (317) 

(Number  of  ac- 
counts set  for- 
ward to  corre- 
spond with  num- 
bers of  next  two 
groups) 
Hydro-Electric  Generation  Capital 

321.  Land  (31 1  b) 

322.  Structures   (312  b) 

323.  Reservoirs,  dams,  and  waterways    (318) 

324.  Roads,  trails,  and  bridges  (319) 

325.  Water  turbines  and  water  wheels   (320) 

326.  Turbo-generator  units — hydro   (321) 

327.  Electric  plant— hydro    (322) 

328.  Miscellaneous  power  plant  equipment — hydro    (323) 

Gas  Generation  Capital 

331.  Land    (311  c) 

332.  Structures  (312 c) 

333.  Gas  producers  and  accessories    (324) 
335.  Internal  combustion  engines   (325) 

337.  Electric  plant — gas  (326) 

338.  Miscellaneous  power  plant  equipment — gas   (327) 

Transmission  Capital 

341.  Land   (311  d) 

342.  Structures   (312  d) 

343.  Substation  equipment  (331- ?) 
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344.  Underground  conduits  (329-?) 

345.  Underground  conductors   (333-?) 

346.  Poles,  towers,  and  fixtures    (330- ?) 

347.  Overhead  conductors  and  devices-  (332-?) 

Storage  and  Conversion  Capital 

351.  Land   (311  c) 

352.  Structures   (312  c) 

353.  Storage  battery  equipment  (328) 

354.  Conversion  equipment  (331- ?) 
Distribution  Capital 

361.  Land   (311  f) 

362.  Structures  (312  f) 

363.  Substation  equipment   (331- ?) 

364.  Underground  conduits  (329-?) 

365.  Underground  conductors  (333-?) 

366.  Poles  and  fixtures   (330-?) 

367.  Overhead    conductors    and    devices    (356-?) 

368.  Line  transformers   (335) 

369.  Transformer  installation  (336) 

371.  Services  (334) 

372.  Consumers'  meters  (337) 

373.  Meter  installation  (338) 

Utilization 

375.  Commercial  lamps   (330) 

376.  Street  lighting  equipment    (340) 

377.  Electric  appliances    (341) 

General   Capital 

381.  General  Office  Capital 

381.1  General  office  land  (311  g) 

381.2  General  office  structures  (312  g) 

381.3  General  office  equipment  (342  a) 

382.  Stores  Department  Capital 

382.1  Stores  department  land  (311  hi) 

382.2  Stores  department  structures  (312 hi) 

382.3  Stores  equipment  (342  c) 

383.  General  Shop  Capital 

383.1  General  shops  land  (311  h  2) 

383.2  General  shops  structures  (312  h  2) 

383.3  General  shops  equipment  (342  b) 
384.*  Garage  and  Transportation  Capital 

384.1  Garage  land,  etc.  (311  h  3) 

384.2  Garage  structures,  etc.   (312h3) 

384.3  Transportation  equipment    (342  d) 

385.  Telephone,  telegraph  and  wireless  system  (342  c) 

386.  Laboratory  Equipment  (342  f ) 

387.  Miscellaneous  equipment  (342  g) 

388.  Miscellaneous  tangible  electric  capital    (343) 

OVERHEAD  COSTS  AND  OTHER  UNDISTRIBUTED  ITEMS 

391.  Engineering  and  superintendence  (351) 

392.  Law  expenditures  during  construction  (352) 

393.  Injuries  and  damages  during  construction  (353) 

394.  Taxes  during  construction  (354) 

395.  Interest  during  construction  (355) 

397.  Fixed  capital  not  classified  by  prescribed  accounts   (357)    (358) 

396.  Miscellaneous  construction  expenditures  (356) 

398.  Unfinished  construction  (359) 

399.  Fixed  Capital  in  Other  Departments   (Suggested  New  Account) 

*  Original   text  corrected. 
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One  argument  presented  against  the  suggested  arrangement  is  that  in  valuation 
work  certain  overhead  expenses  may  be  common  to  lands,  to  structures,  etc.,  as  a 
whole  and  the  classification  of  the  Sub-Committee  would  consequently  lend  itself 
more  readily  to  this  particular  application.  However,  this  use  in  valuation 
properties  will  probably  occur  only  occasionally  as  compared  to  the  probable 
recurring  use  for  the  totals  in  divisional  departments  as  grouped  in  the  foregoing. 

The  specific  suggested  corrections  arranged  in  the  same  order  as  the  Sub- 
Committee's  reported  classification  are  as  follows: 

Page  1  add: 
"  5.  Ledger  value  as  hereinafter  used  shall  mean  the  original  cost." 

STANDARD  FORM  OF  BALANCE  SHEET 
Page  2  add  accounts: 
"  137.    Contingency  Suspense. 
214.     Contribution  for  extensions — non-refundable,"  a  new  account. 

Page  3  add  and  rearrange  accounts: 

"253.    Reserve   for  uncollectible  bills,"  a  new  account. 
"254.     Reserve  for  inventory  adjustments,"  a  new  account. 
"  255.    Miscellaneous  unadjusted  credits,"   instead  of   "  257.  Miscellaneous   re- 
serves." 

"  257.     Unamortized  premium  on  debt,"  instead  of  "  253." 
"  258.     Contributions  for  extensions — refundable,"  a  new  account. 
"  259.     Miscellaneous  deferred  credits,"   instead  of  "  261.  Miscellaneous  unad- 
justed credits." 

"261.     Sinking  fund,  reserve,"  instead  of  "  253." 
"  262.    Contingency  reserve,"  instead  of  "  256." 
"  263.     Miscellaneous  corporate  reserves,"  a  new  account. 
Argument:      The    above    rearrangement   provides    for   new    accounts    in    their 
logical  sequence.     The  two  new  reserve  accounts  enable  the  regulatory  body,  by 
comparison  with  previous  balance  sheets,  to  check  and  determine  the  propriety  of 
certain    arbitrary    amounts    chargeable    to    operating    expenses.      There    was    no 
provision  discovered  which  would  cover  refundable  contributions  for  extensions. 
The  last  account  is  to  cover  other  corporate  reserves  than  the  two  specifically 
provided    for.      Text    for    the    suggested   new    account    will    be    set    up    in    the 
following  :* 

BALANCE  SHEET  ACCOUNT 
113.    Accounts  Receivable:    Revise  Note  A  to  read: 

"  NOTE  A— Class  A  and  Class  B  utilities  will  show  on  balance  sheet,  this 
account  subdivided  as  follows:     131.1  Consumers  accounts  receivable;  131.2 
Accounts  with  affiliated  companies;  131.3  Miscellaneous  accounts  receivable. 
Smaller  utilities  will  keep  their  accounts  receivable  in  such  manner  as  to 
permit  utilities  the  ready  segregation  of  the  above  subdivision." 
Argument.    The  amount  of  "  consumers  accounts  receivable  "  is  an  important 
factor  in  fixing  the  working  capital  of  the  utility  and  should  consequently  be 
separated  from  the  other  similar  corporate  amounts  so  that  the  history  of  this 
factor  may  be  accurately  known. 
115.    Material  and  Supplies:     Add  the  following  paragraph : 

"  Where  the  regulatory  body  excludes  from  revenues  the  net  merchandise 
and  jobbing  revenue  this  account  shall  be  subdivided  into  '  Operating  Ma- 
terials and  Supplies,'  and  '  Appliances.'  " 

Change  the  fifth  paragraph  to  read: 

"  Inventories  of  materials  and  supplies  shall  be  taken  at  least  annually 
and  any  shortages  or  overages  disclosed  by  such  inventories  shall  be  credited 
or  debited  to  this  account  and  debited  or  credited  to  account  '244.  Reserve 
for  Inventory  Adjustments,'  or  to  operating  expense  account,  '  781.29  Un- 
distributed Adjustments — Balance,'  according  to  the  practice  of  the  utility 
or  the  requirements  of  the  regulatory  body.  Where  account  '  254.  Reserve 


*  Original  text  corrected. 
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for  Inventory  Adjustments'  is  not  used  and  portions  of  such  materials  and 
supplies  have  been  used  in  construction,  a  suitable  proportion  of  such  short- 
age or  overage  may  be  debited  or  credited  to  account  '  356.  Miscellaneous 
Construction  Expenditures.' " 

122.  Miscellaneous  Investment:     Third  paragraph  in  original  text  is  duplicate 
of  second  paragraph. 

123.  Sinking  Fund:     Add: 

"  When  securities  of  the  same  issue  as  that  for  which  the  fund  is  created 
are  acquired  through  the  operation  of  the  fund,  the  par  value  thereof  shall 
be  debited  to  the  proper  liability  account  or  to  account  '  142.     Reacquired 
Securities,'  as  may  be  appropriate,  but  shall  be  charged  to  this  account.    Any 
difference  between  the  par  value  and  the  cost  of  acquisition  shall  be  adjusted 
in  the  manner  provided  in  account  '  142.     Reacquired  Securities.' " 
Argument :     It  does  not  seem  that  any  useful  purpose  is  served  by  including 
in  sinking  funds,  securities  of  the  reporting  company.     If  a  security  is  acquired 
through  the  operation  of  the  fund  created  to  retire  such   securities,  that  por- 
tion of  the  fund  used  in  the  purchase  of  the  security  has  fulfilled  its  purpose 
and  the  security,  unless  held  for  resale,  ceases  to  be  a  thing  of  value.     If  it 
be  included  in  the  fund  then  both  assets  and  liabilities  are  overstated  by  that 
amount.     If  a  security  is  held  for  resale  it  should  be  charged  to  account  "  143. 
Reacquired  Securities." 

The  note  under  this  account  is  considered  improper  accounting  because  it 
would  permit  in  unprincipled  hands  the  forced  manipulation  of  the  assets  con- 
tained in  this  account.  The  procedure  permitted  in  this  note  should  only  be 
permitted  following  actual  sale  of  these  "  constituents." 

124.  Retirement  Fund:     Add: 

"  NOTE  A — All   income   from  loans  made   from  this   fund,  or   interest  on 
investment  by  the  utility  in  new  construction,  extensions,  or  additions  to  its 
property  when  so  required  by  the  regulatory  body  shall  be  charged  to  this 
fund,  with  concurrent  credit  to  account  '251.     Retirement  Reserve.'" 
In  the  text  as  set  out,  the  funds  handled  therein  bear  direct  relationship  to 
the  retirement  reserve.     Replacement  of  a  unit  of  a  utility's  plant  will  undoubt- 
edly be  at  a  greater  or  lesser  figure  than  the  retirement,  and  as  such  is  accounted 
for  in  a  change  in  the  fixed  capital  accounts.     It  is  believed  that  from  a  regula- 
tory standpoint,  the  word   "  replacement "   would  be  an  unfortunate  choice   for 
title  of  this  account. 

125.  Miscellaneous  Special  Funds:     Add: 

"  Securities  of  the  issue,  or  assumption,  of  the  accounting  company  may 
be  included  in  the  assets  of  funds  held  in  trust  only  when  the  securities  so 
held  would  share  in  the  distribution  of  assets  in  case  of  foreclosure  or  dis- 
solution to  the  amount  at  which  such  securities  are  carried  on  the  books." 

132.    Property  Abandoned:     New  text  for  this  account  as  follows: 

"  This  account  is  intended  as  a  suspense  account  which  shall  include  the 
portion  of  the  retirement  loss  of  fixed  capital  not  permitted  to  be  charged 
to   account    '251.     Retirement    Reserve,'   or   to    account    '137.     Contingency 
Suspense,'    and    which    is    so    large    in    amount    that    it    should    be    directly 
charged  to  account  '  435.     Miscellaneous  Amortization  chargeable  to  income ' 
(which    see).      Amortization    of    this    suspense    account    may    then    occur 
^through  monthly  or  annual  charges  to  account  '435.    Miscellaneous  Amor- 
tization Chargeable  to   Income.' " 
125.    Miscellaneous  Special  Funds:     Add: 

"  Securities  of  the  issue  or  assumption  of  the  accounting  company  may 
be  included  in  the  assets  of  funds  held  in  trust  only  when  the  securities  so 
held  would  share  in  the  distribution  of  assets  in  case  of  foreclosure  or  dis- 
solution to  the  amount  at  which  such  securities  are  carried  on  the  books." 
132.    Property  Abandoned.     New  text  for  this  account  as  follows : 

"  This  account  is  intended  as  a  suspense  account  which  shall  include  the 
portion  of  the  retirement  loss  of  fixed  capital  not  permitted  to  be  charged 
to  account  '251.  Retirement  Reserve,'  or  to  account  '157.  Contingency 
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Suspense,'  and  which  is  so  large  in  amount  that  it  should  be  directly 
charged  to  account  '435.  Miscellaneous  Amortization  Chargeable  to  In- 
come' (which  see).  Amortization  of  this  suspense  account  may  then  occur 
through  monthly  or  annual  charges  to  Account  '435.  Miscellaneous  Amor- 
tization Chargeable  to  Income.' " 

Argument :  The  particular  treatment  in  this  account,  and  in  the  text  of  the 
retirement  reserve  permitting  through  one  mehtod  or  another  the  charge  to 
current  or  future  operations  for  retirement  expense  accrued  in  the  past,  is  a 
feature  which  the  Commission  accountants  of  the  Northwest  Conference  con- 
sider to  be  an  unjustifiable  procedure  from  an  accountant's  standpoint.  Cer- 
tainly accruing  retirement  expense  is  chargeable  to  the  period  during  which  it 
has  accrued  and  if  an  entirely  inadequate  reserve  or  none  at  all  has  been  set  up 
enabling  unjustified  dividends  to  have  been  declared,  or  an  untrue  surplus  (or 
deficit)  to  have  accumulated,  such  surplus  (or  deficit)  should  be  chargeable 
with  the  accrued  retirement  expense  in  some  manner.  H'ad  the  utility  been 
unable  after  the  inception  of  Commission  regulation  by  denial  of  such  a  Com- 
mission to  earn  sufficient  revenue  to  permit  proper  retirement  expense,  there 
would  remain  an  argument  for  charging  this  retirement  expense  to  the  future. 
But  it  is  probable  that  in  most  cases  those  retirement  expenses  were  accrued 
before  Commission  regulation  or  as  a  result  of  later  inaction  on  the  part  of  the 
utility  in  attempting  to  obtain  higher  rates.  It  does  not  seem  proper  to  charge 
actual  losses  of  the  pre-regulatory  period  or  unjustified  dividends  against  the 
rate  payer  of  the  future.  As  a  partial  offset  to  this  opinion  please  note  our 
provision  for  Contingency  Suspense,  Account  Number  137  and  Contingency 
Expense,  Account  782.2  which  do  permit  the  charges  against  the  future  for 
realized  contingencies.  We  note  that  our  Sub-Committee  has  taken  the  proposed 
Contingency  Expense  Account  of  the  N.  E.  L.  A.  (A  sub  account  of  its  Account 
No.  775)  from  Operating  Expenses.  We  believe  in  fairness  to  the  utility  that 
such  contingencies  should  be  paid  from  operating  expenses  and  because  of  the 
difficulty  in  estimating  or  of  justifying  by  a  regulatory  body,  the  probable 
future  contingency  expense  chargeable  against  present  operations,  we  have 
provided  that  such  expense  shall  be  used  to  amortize  contingencies  already 
realized. 

Account  136,  Miscellaneous  Suspense. 

Because  of  the  provisions  in  the  following  new  account  the  next  to  last  sentence 
of  the  account  should  read: 

'If  the  project  is  abandoned  the  cost  of  the  preliminary  investigation 
shall  be  charged  to  the  appropriate  accounts." 

Add  the  following  new  account: 

"  137.  Contingency  Suspense :  This  account  shall  include  all  extraordi- 
nary and  unusual  expense  permitted  by  the  regulatory  body  to  be  amortized 
by  charges  to  operations  through  account  '  782.2  Contingency  Expense.' 
It  should  include  the  cost  to  the  utility  of  Commission  investigations,  rate 
studies  and  cases,  such  as  are  not  expected  to  recur  annually ;  the  portion 
of  fire  and  other  casualty  losses  to  operating  property  not  covered  by  insur- 
ance; the  cost  of  preliminary  investigations  of  proposed  operating  projects 
which  have  been  abandoned ;  and  other  similar  expenses.  This  account 
shall  be  credited  and  '  Contingency  Expense '  concurrently  charged  with 
such  amounts,  preferably  determined  by  the  regulatory  body,  as  will  prop- 
erly amortize  the  charges  to  this  account." 

"  NOTE  A. — Unless  otherwise  required  it  is  suggested  there  be  used  as  a 
basis  for  this  charge,  '  2%  per  month  of  the  unamortized  balance  of  all 
charges ' ;  except  costs  of  valuation  only,  and  very  heavy,  or  expensive, 
casualties  or  expenses  in  which  cases  1%  of  the  unamortized  balance  of  the 
latter  class  should  be  the  basis  of  charge." 

142.    Reacquired  Securities:     Use  "par  value"  instead  of  "  face  value"  through- 
out. 

Argument :  Face  value  would  often  be  interpreted  to  include  accrued  interest 
or  declared  dividends,  and  properly  so.  Should  securities  be  reacquired  concern- 
ing which  charges  have  been  made  to  income  to  cover  interest  or  dividends, 
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profit  and  loss  should  be  credited  and  the  appropriate  liability,  account  charged 
with  the  accrued  amount.  The  asset  account  should  carry  only  the  par  value 
of  the  securities. 

201.    Capital   Stock:    Add: 

"  NOTE  C. — Only  stock  which  has  been  actually  issued  to  bona  fide  holders 
for  value  and  is  outstanding  at  the  date  of  the  balance  sheet  and  stock 
which,  after  having  been  issued  to  bona  fide  holders  for  value  is  reacquired 
by  the  accounting  company  under  circumstances  which  require  that  it  shall 
not  be  treated  as  paid  or  retired,  shall  be  shown  in  the  balance  sheet  under 
the  caption  '  Capital  Stocks.'  " 

Argument :  Evidently  it  is  intended  that  capital  stock  nominally  issued  shall 
be  shown  in  the  liability  column  of  the  balance  sheet  and  the  par  value  of  such 
stock  carried  in  the  asset  account  "  Treasury  Securities."  Capital  stock  has  no 
value  until  it  has  actually  been  issued  to  bona  fide  holders  for  value  and  should 
not  be  shown  long  on  the  balance  sheet  until  it  has  so  been  issued.  The  usual 
method,  and  that  used  by  the  Interstate  Commerce  Commission,  is  to  show 
short  in  the  balance  sheet  the  amount  of  the  authorized  issue,  deduct  therefrom 
the  company's  own  holdings,  and  carry  out  long  the  .difference  representing  the 
stock  actually  outstanding  and  not  controlled  by  the  company  plus  certificates 
reacquired  under  circumstances  preventing  their  retirement.  If  handled  in  the 
manner  provided  in  the  text,  the  result  is  that  the  total  assets  and  liabilities 
often  are  overstated  ridiculously.  For  example,  a  company  may  have  an  author- 
ized issue  of  $10,000,000  par  value  of  which  only  half  has  been  sold,  and  liabili- 
ties totaling  $10,000,000.  If  the  total  issue  is  shown  long  in  the  balance  sheet 
the  total  assets  and  liabilities  will  appear  to  be  $20,000,000,  or  one-third  greater 
than  their  total  value.  If  handled  as  recommended  there  is  no  need  for  Account 
No.  143  "  Treasury  Securities "  and  that  account  accordingly  should  be  elimi- 
nated. 
211.  Long  Term  Debt:  Add: 

"  NOTE  C. — Only  securities  which  have  been  actually  issued  to  bona  fide 
holders  for  value  and  are  outstanding  at  the  date  of  the  balance  sheet  and 
securities  which,  after  having  been  issued  to  bona  fide  holders  for  value 
are  reacquired  by  the  accounting  company  under  circumstances  which  require 
that  they  shall  not  be  treated  as  paid  or  retired,  shall  be  shown  in  the  balance 
sheet  under  the  caption  '  Long  Term  Debt.'  " 

Add  the  following  new  Account,  the  text  of  which  will  be  exactly  the  same  as 
that  in  the  proposed  classification  for  Account  255,  change  note  thereof  to 
read: 

"  NOTE. — Do  not  include  in  this  account  advances  for  the  cost  of  construc- 
tion of  extensions  which  are  ultimately  to  be  repaid  wholly  or  partially 
to  the  consumer.  (See  'Account  258,  Contributions  for  Extensions — Refund- 
able.') It  is  suggested  that  this  new  account  be  designated:  '214.  Con- 
tributions for  Extensions — Non-refundable.'  " 

Argument:  The  suggested  change  of  the  position  of  this  account  in  the 
balance  sheet  arises  from  the  .nature  of  the  account.  It  is  in  the  nature  of  a 
liability  as  fixed  and  permanent  as  that  of  capital  stock. 

251.    Retirement  Reserve: 

In  accordance  with  the  opinion  expressed  in  the  discussions  under  account 
"  132.  Property  Abandoned,"  we  believe  that  the  text  of  this  account  should  be 
amended  by  adding  the  following  to  the  end  of  the  second  sentence : 

"  *  *  *  for  the  proportion  applicable  to  the  period  covered  by  this  reserve 
(explanatory  text  Section  7,  Fixed  Capital  Accounts,  page  ),  and  to 
Account  '  435.  Miscellaneous  Amortization  Applicable  to  Income.'  for  the 
retirement  expense  applicable  to  the  period  not  covered  by  the  reserve. 
Such  proportions  may  be  estimated  on  the  basis  of  the  ratio  which  the  life 
in.  service  of  the  property  after  the  effective  date  of  the  reserve  bears  to 
its  entire  life  in  service,  where  the  straight  line  method  of  computing  retire- 
ment expense  is  used.  Where  sinking  fund  method  is  provided  for  retire- 
ment expense  the  regulatory  body  will  furnish  tabulations  for  proper  charge 
to  the  above  accounts." 
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Strike  out  last  sentence  of  first  paragraph.     Add  instead  the  following: 

"If  the  amount  to  be  charged  Account  435  is  so  large  as  to  materially 
disturb  the  net  income  for  the  accounting  period  such  amount  may  be  placed 
in  Account  '  132.     Property  Abandoned.' " 
Add  the  following  new  account:  the  text  of  which  is  explanatory: 

"253  Reserve  for  Uncollectible  Bills :  Where  the  utility  exercises  the 
option  given  in  Account  No.  403,  '  Uncollectible  Bills,'  of  providing  for  prob- 
able losses  on  bad  debts  by  an  arbitrary  charge  to  that  account,  concurrent 
credits  shall  be  made  to  this  account.  When  bills  for  the  utility  service 
rendered  prove  impossible  of  collection  the  amounts  thereof  shall  be  charged 
to  this  account  and  credited  to  Account  No.  113.1,  'Consumers'  Accounts 
Receivable.' "  If  accounts  which  have  been  so  written  off  are  afterwards 
collected,  the  amounts  received  shall  be  credited  to  this  account. 

254.  Reserve  for  Inventory  Adjustments: 

Credit  to  this  account  the  amounts  of  all  charges  made  to  Account 
"  781.26  to  cover  estimated  storeroom  losses  on  materials  and  supplies 
from  breakage,  loss,  waste,  theft,  and  obsolescence. 

When  inventories  are  taken  and  actual  losses  determined  the  amount  of 
such  losses  shall  be  charged  to  this  account  and  credited  to  Account  No.  115, 
"  Materials  and  Supplies." 

The  following  designation  of  account  and  text  covers  practically  the  same 
as  the  subcommittee's  Account  "  257,  Miscellaneous  Reserve  "  : 

255.  Miscellaneous  Unadjusted  Credits: 

"  This  account  shall  include  the  balance  of  all  operating  reserves  and  other 
unadjusted  credits  not  included  in  the  four  preceding  accounts.  (A  designa- 
tion of  each  such  operating  reserve  giving  the  purpose  for  which  it  is  created 
and  summary  of  debits  and  credits  thereto  may  be  required  in  the  annual 
reports  to  the  regulatory  commission.)" 

NOTE. — If  the  accounting  company  maintains  operating  reserves  for  the 
purpose  of  equalizing  expenses  from  month  to  month,  sub-accounts  shall  be 
raised  under  this  account  for  each  such  reserve.  Such  reserves  shall  be 
cleared  annually  unless  there  remains  a  credit  balance  due  to  the  non-com- 
pletion of  maintenance  work  because  of  adverse  labor  conditions,  non-receipt 
of  materials,  or  other  similar  reasons,  in  which  case  such  part  of  the  bal- 
ance as  it  applicable  to  unfinished  work  may  be  carried  to  the  following  year. 
Under  no  circumstances  shall  a  debit  balance  be  carried  over  the  year. 

256.  Contingency  Reserve: 

The  text  of  this  account  should  be  entirely  amended  to  read : 

"  This  account  shall  include  such  amounts  as  the  accounting  company 
may  desire  to  set  aside  from  income  or  surplus  to  provide  against  non-operat- 
ing and  other  contingencies  which  would  not  be  properly  included  in  Ac- 
count "  137  Contingency  Suspense." 

Sub-accounts  shall  be  raised  to  receive  appropriations  for  each  purpose 
and  a  description  of  each  reserve,  giving  the  purpose  for  which  it  is  created. 
A  summary  of  debits  and  credits  thereto  during  the  year  may  be  required 
in  the  annual  reports  to  the  regulatory  commission. 

Profit  and  Loss  Account : 

Argument:  Since  "profit  and  loss"  is  the  term  usually  applied  to  the  state- 
ment setting  forth  the  year's  operations,  which  statement  in  this  classification  is 
called  the  "  Income  Account,"  it  is  recommended  that  the  title  of  the  account 
designated  "  Profit  and  Loss "  in  this  classification  be  changed  to  "  Corporate 
Surplus  or  Deficit  Account."  , 

FIXED  CAPITAL  ACCOUNTS. 
General  Instructions  and  Definition,  Section  7.     Withdrawals  or  Retirements. 

Strike  out  the  last  word  in  the  first  sentence  (i.  e.,  chargeable)  and  sub- 
stituted therefor  "  originally  charged." 

Argument:  This  distinction  is  absolutely  necessary  to  preserve  the  historical 
significance  of  the  fixed  capital  account.  To  permit  retirements  to  capital  in- 
cluded in  some  sub  account  of  "357  Fixed  Capital  Not  Classified  by  Prescribed 
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Accounts  "  as  a  credit  to  any  other  account  would  prevent  the  proper  deductions 

for  retirement  allowance  to  be  derived. 

Also  strike  out  the  entire  third  paragraph  of  Section  7  and  substitute  therefor : 
"  When  the  cost  of  retired  property  is  credited  to  the  fixed  capital  account 
originally  charged,  it  shall  be  concurrently  charged  (less  any  salvage  or 
insurance,  plus  the  cost  of  retirement  thereof)  to  account  '251  Retirement 
Reserve '  for  the  portion  chargeable  to  this  reserve,  and  to  Account  '  435 
Miscellaneous  Amortization  applicable  to  Income '  for  the  retirement  expense 
applicable  to  the  period  not  covered  by  the  reserve.  Such  proportions  may  be 
estimated  on  the  basis  which  the  ratio  of  the  life  in  service  of  the  property  in 
question  after  the  effective  date  of  the  reserve  bears  to  its  entire  life  in  service, 
where  the  straight  life  method  of  computing  retirement  expense  is  used. 
Where  sinking  fund  method  is  provided  for  retirement  expense  the  regu- 
latory body  may  be  requested  to  furnish  tabulations  for  proper  charge  to  the 
above  accounts.  If  the  amount  to  be  charged  Account  '  435  Miscellaneous 
Amortization  applicable  to  Income '  is  so  large  as  to  materially  disturb  the 
net  income  for  the  accounting  period  such  amount  may  be  placed  in  Account 
'  132  Property  Abandoned.' " 

(See  argument  under  account  132,  Property  abandoned). 

GENERAL  ARRANGEMENT. 

Argument:  It  is  noted  that  the  sub  accounts  of  fixed  capital  are  by  letter 
while  those  of  operating  expenses  are  by  decimal  subdivisions.  The  question 
arises  as  to  whether  the  decimal  subdivisions  should  not  be  used  for  subdivisions 
of  all  accounts. 

Because  of  the  introduction  of  new  accounts  just  preceding,  it  was  necessary  to 
change  the  numerical  designation  of  the  account  formerly  listed  as  "  253  "  to : 
"256.     Unamortized  Premium  on  Debt." 

The  following  new  account  is  orovided,  there  being  no  other  apparent  method 
for  properly  providing  for  this  feature : 

258.     Contributions  for  extensions — refundable. 

"  To  this  account  shall  be  credited  contributions  in  money  or  property 
made  to  the  accounting  company  by  its  consumers  or  prospective  consumers 
for  the  purpose  of  assuming  the  burden  or  any  part  of  the  burden  represented 
by  the  investment  necessary  for  the  establishment  or  extension  of  service 
rendered  by  the  company,  when  such  contributions  are  in  any  way  refundable 
in  whole  or  in  part.  Separate  ledger  accounts  shall  be  set  up  for  each 
extension  to  which  shall  be  credited  the  amount  contributed  and  charged  the 
amounts  refunded.  Where  refunds  are  made  by  crediting  the  consumers 
monthly  billing,  the  amounts  so  billed  shall  be  credited  to  the  appropriate 
revenue  account  and  charged  to  this  account  and  the  appropriate  sub-account. 

After  the  consumer  has  been  refunded  the  entire  amount  to  which  he  is 
entitled  under  the  agreement  or  rule,  any  balance  left  in  the  sub-account 
shall  be  transferred  to  Account  No.  214,  "  Contributions  for  extensions — 
nc  n-refundable." 

The  account  formerly  designated  "261,  Miscellaneous  Unadjusted  Credits," 
because  of  the  interposition  of  new  accounts,  should  be  placed  later,  and  it  is 
suggested  should  be  re-designated  as  follows,  the  test  being  same  as  for  the 
above : 

"  259.    Miscellaneous  Deferred  Credits." 

Similarly  the  account  numerically  designated  in  the  sub-committee's  classi- 
<kation  as  "  254  "  would  be  redesignated  as  follows,  the  text  being  the  same : 

"  261.     Sinking  Fund  Reserve." 

In  addition  to  the  foregoing  corporate  reserves,  there  is  an  evident  necessity 
for  other  reserves  which  may  be  appropriated  from  surplus.  They  would  be 
included  under  the  following : 

263.    Miscellaneous  Corporate  Reserve: 

This  account  shall  include  appropriations  from  surplus  for  specific  purposes 
and  for  which  accounts  have  not  been  provided  for  elsewhere.  Only  appropria- 
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tions  that  rest  with  the  discretion  of  the  accounting  company  shall  be  credited 
to  this  account. 

It  was  suggested  to  the  sub-committee  that  there  should  be  a  division  of  the 
Fixed  Capital  Accounts  so  that  "  Transmission  Capital "  and  "  Conversion  Capi- 
tal "  should  be  distinclJy  separate  by  the  use  of  separate  accounts  from  either 
distribution  or  generating  capital,  for  the  reason  that  the  Oregon  Commission 
has  already  tried  out  in  its  present  classification  this  separation  by  sub-accounts 
with  consequent  confusion.  The  sub-committee  in  its  reply  through  Mr.  Has- 
brouck  of  September  21st  states  as  a  basis  for  not  making  the  suggested  change: 
"  *  *  *  the  same  pole  line  often  carries  both  high  and  low-tension  conductors 
and  where  a  line  constructed  originally  as  a  transmission  line  between  generating 
station  and  sub-station  may,  by  the  growth  in  population  of  the  territory  along 
the  line,  become,  in  the  course  of  a  few  years,  a  distribution  line  just  as  much 
as  one  which  starts  from  a  city  generating  plant  to  serve  consumers  within  the 
city  limits."  This  objection  of  the  sub-committee  can  be  obviated  by  a  treatment 
of  this  condition  in  the  came  manner  as  that  of  the  Interstate  Commerce  Com- 
mission in  its  prescribed  telephone  fixed  capital  accounts  in  the  differentia- 
tion between  toll  and  exchange  pole  lines  wherein  any  pole  bearing  toll  (trans- 
mission) wires  with  the  guys  and  pole  fixtures  for  such  wires  is  charged  to  toll 
(transmission)  and  all  toll  fixtures  incident  to  exchange  (distribution)  are 
charged  to  distribution  capital. 

Our  objections  to  this  failure  to  specifically  designate  these  portions  of  fixed 
capital  by  separate  accounts,  are  based  not  upon  a  theoretical  standpoint,  but  on 
past  experience  wherein  for  the  fixing  of  rates  for  different  communities  all 
transmission  capital  must  be  definitely  known,  and  where  the  so-called  conversion 
capital  is  not  a  part  of  generation  or  distribution  of  alternating  current  but  is  a 
capital  confined  generally  to  street  railway  service  and  sometimes  to  direct  current 
distribution,  and  as  such  should  be  separate  from  other  capital.  We  believe  that 
such  a  division  will  be  found  necessary  even  in  the  Eastern  communities  where 
similar  cost  analyses  are  necessary.  The  following  revised  divisions  of  fixed 
capital  are  therefore  submitted  in  accordance  with  this  idea. 

316.     Electric  Plant — Steam. 

Strike  out  the  words  "  motor  generator  sets,  rotaries." 

322.    Electric  Plant  Hydro. 

Strike  out  the  words  "  motor  generator  sets,  rotaries." 
326.    Electric  Plant— Gas. 

Strike  out  "  motor  generator  sets,  rotaries." 
Add  the  following  to  the  classification:  "Conversion  and  Storage  Equipment." 

328.1  (or  328-A).     "This  account  shall  include  the  cost  of  all  rotary  con- 
verters, motor  generator  sets,  their  specially  provided  foundations  and  the 
installation  thereof,  also  switchboards,  circuit  breakers,  switches,  instruments, 
conduits  and  other  electrical  apparatus  connected  thereto." 

328.2  (or   328-B).     "Storage    Battery    Equipment."     (Test   same  as   Ac- 
count 328  in  sub-committee's  classification.) 

TRANSMISSION  EQUIPMENT. 

329.  Underground  Conduits. 

As  in  original  text  except  strike  out  "  and  distribution  "  and  the  note  and 
add  :  New  Note  A.  as  follows  : 

"  NOTE  A. — Where  underground  conduits  are  used  in  common  for 
transmission  and  distribution  systems,  the  apportionment  to  this  account 
shall  be  upon  the  basis  of  conduit  space  originally  designed  to  be  occupied 
by  transmission  cables.  Further  apportionment  between  this  account  and 
account  334,  Distribution  Underground  Conduits  because  of  changed  occu- 
pancy will  be  unnecessary  unless  otherwise  required." 

330.  Transmission  Poles,  Towers  and  Fixtures. 

As  in  original  text  except  strike  out  "  and  distribution "  and  add  new 
Note  A  as  follows  : 
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"  NOTE  A. — The  entire  cost  of  poles  carrying  transmission  conductors  even 
if  distribution  conductors  are  also  attached  thereto  should  be  charged  to  this 
account.  Only  fixtures  necessary  for  attaching  transmission  conductors 
should  be  charged  to  this  account." 

331.  Transmission  Sub-Station  Equipment. 

In  accordance  with  the  more  definite  division  suggested  the  following  text 
is  offered : 

"  This  account  shall  include  the  cost  of  all  high  voltage,  step-up  and  step- 
down  transformers  with  switchboards  and  other  connected  equipment,  cooling 
equipment,  outdoor  sub-stations  complete,  including  foundation  braces  and 
supporting  frame  works  permanently  assigned  to  such  stations  but  not  per- 
manently affixed  to  the  structures.  This  account  does  not  include  storage 
batteries,  laboratory  instruments  and  apparatus  not  permanently  assigned 
thereto  nor  does  it  include  tools  only  temporarily  assigned  to  such  stations." 

332.  Transmission  Overhead  Conductors  and  Devices. 

Strike  out  the  note  and  change  original  text  to  read  as  follows : 

"  This  account  shall  include  the  cost  installed  of  all  transmission  cables, 
wires,  insulators  and  insulating  material  used  in  overhead  transmission 
system.  Aso  all  ground  wires,  lightening  arresters,  pole  top  switches,  and 
other  line  devices  used  in  the  transmission  system." 

333.  Transmission   Underground  Conductors. 

This  account  shall  include  the  cost  installed  of  all  underground  conductors 
specifically  used  for  transmission  purposes. 

Distribution  Capital. 

334.  Distribution  Underground  Conduits. 

Text  same  as  original  account  "329"  except  strike  out  "transmission  and" 
and  "  Note  *  *." 

335.  Distribution  Poles,  Towers  and  Fixtures. 

Same  as  original  account  "330"  except  strike  out  "transmission  and"  and 
"  Note  '  *."  Insert  the  following : 

"  NOTE. — This  account  will  include  all  fixtures  attached  to  transmission 
poles  for  affixing  thereto  distribution  conductors  and  devices." 

336.  Distribution  Substation  Equipment. 
The  revised  text  of  this  account  would  be : 

"  This  account  shall  include  the  cost  of  all  distribution  equipment  of  sub- 
stations including  feeder  panels,  regulating  devices,  transformers  not  a 
part  of  the  transmission  system,  etc.  This  account  does  not  include  storage 
batteries,  laboratory  instruments  and  apparatus  not  permanently  assigned 
thereto,  nor  does  it  include  tools  only  temporarily  assigned  to  such  stations." 

337.  Distribution  Overhead  Conductors  and  Devices. 

Same  as  original  account  "  332  "  except  insert  the  word  "  distribution  "  before 
"  overhead  "  twice  and  strike  out  "  Note  *  *." 

338.  Distribution   Underground   Conductors. 

The  same  as  original  account  333  except  insert  the  word  "  distribution  "  before 
"  underground  "  twice,  and  strike  out  "  Note  *  *." 

Change  Numerical  Designation  because  of  the  introduction  of  the  foregoing 
additional  accounts.  It  would  be  necessary  to  advance  the  numbering  of 
accounts  334  to  343  each  by  adding  thereto  the  number  five,  the  corres- 
ponding accounts  then  being  339  to  348. 

357.    Fixed  Capital  Not  Classified  by  Prescribed  Accounts. 

As  practically  all  Commissions  have  already  an  effective  classification  in  order 
to  keep  the  historical  significance  intact  the  following  two  accounts  are  sug- 
gested : 
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"357.    Fixed  Capital  Installed  Previous  to  .     (The  effec- 

tive date  of  any  preceding  classification  prescribed  by  the  regulatory  body). 
The  sub  accounts  of  this  account  which  were  in  existence  previous  to  the 
effective  date  of  the  first  prescribed  classification  will  be  preserved  and 
credits  made  thereto  for  all  retirements.  Where  the  rate  of  installation  of 
any  fixed  capital  to  be  retired  does  not  show  it  to  have  been  charged  in  some 
account  other  than  this  one  credit  for  its  retirement  shall  be  made  to  the 
proper  sub-accounts  of  this  account  until  the  charges  to  such  sub-account 
are  completely  balanced." 

"358.    Fixed  Capital  Installed  Previous  to  .     (The  effec- 

tive date  of  this  classification  of  accounts  and  subsequent  to  , 

the  effective  date  of  any  preceding  classification  prescribed  by  the  regulatory 
body.)  The  above  revision  of  this  account  heretofore  prescribed  by  the 
formal  classification  will  be  preserved  and  retirements  for  all  property 
installed  between  the  above  dates  will  be  credited  thereto.  The  portions  of 
this  account  installed  after  the  effective  date  of  an  adequate  retirement 
reserve  policy  may,  upon  proper  authorization  from  the  regulatory  body,  be 
closed  out  wherever  possible  into  the  subdivisions  of  the  fixed  capital 
accounts  of  this  classification." 

Argument:  The  lack  of  information  now  existing  as  to  the  actual  composite 
life  in  service  of  capital  invested  in  each  particular  account,  and  the  proper 
allowance  for  retirement  of  this  capital,  is  mostly  due  to  the  inadequate  account- 
ing record  which  we  have  of  the  past  history  of  these  investments. 

The  suggested  text  in  the  last  two  accounts  will  provide  that  retirement 
credits  be  made  to  the  capital  account  originally  charged,  when  known,  and  if 
unknown,  to  the  oldest  account.  The  preceding  suggested  text  covering  retire- 
ments would  indicate  that  there  should  be  a  certain  definite  demarkation  between 
fixed  capital  installed  after  the  date  of  an  adequate  provision  for  retirement 
reserve.  Further,  if  any  utility  had  this  provision  existing  previous  to  the  effec- 
tive date  of  the  original  classification,  and  most  of  them  have  inaugurated  an 
adequate  reserve  policy,  at  some  subsequent  date.  The  last  paragraph  of  text 
in  account  358  above  provides  in  effect  that  all  capital  installed  under  this  class- 
ification will  have  had  an  adequate  reserve  provided  throughout  its  entire  life. 
There  will  be  no  charge  to  new  or  surplus  for  retirement  of  this  capital. 
359.  Cost  of  Plant  and  Equipment  Purchased. 

The  text  of  this  account  will  be  same  as  that  for  358  (note  that  an  additional 
account  has  been  introduced  just  preceding),  except  that  the  following  text 
should  be  added  after  the  first  paragraph. 

"  The  basis  upon  which  the  plant  and  equipment  purchased  shall  be  in- 
cluded in  the  capital  account  is  that  of  the  estimated  cost  now  (preferably 
of  similar  items  if  completed  with  an  existing  plant).  The  accruing  retire- 
ment expense  on  such  plant  and  equipment  shall  be  credited  to  the  retire- 
ment reserve." 

Argument :  This  will  permit  retirement  expense  and  retirement  of  fixed 
capital  appertaining  to  the  property  purchased  to  be  estimated  upon  the  same 
basis  as  that  used  for  retirement  of  other  fixed  capital  originally  installed  by 
the  accounting  utility.  This  procedure  above  outlined  will  not  require  the 
absolute  identification  of  a  property  unit  retired  as  between  that  originally 
installed  and  that  purchased,  which  identification  is  often  very  difficult  or 
absolutely  impossible  of  being  made. 

The  following  new  account  is  suggested: 
366.    Fixed  Capital  in  Other  Departments: 

"  Include  in  this  account  the  fixed  capital  in  other  utility  operations  not 

included  in  above  and  which   are  included  in  account   101    in   the   balance 

sheet." 

Argument :  The  above  suggested  new  account  would  be  a  summary  account 
through  which  the  fixed  capital  in  utility  retirements  other  than  the  particular 
one  purported  to  be  carried  forward  to  the  balance  sheet.  The  necessity  for 
this  account  might  be  obviated  by  the  introduction  of  a  summarization  schedule 
in  the  annual  reports. 
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INCOME  ACCOUNTS. 

Standard  Form  of  Income  Accounts,  Page   1. 

Strike  out  "  applicable  to  corporate  and  leased  properties,"  leaving  "  operat- 
ing income  "  only. 

Argument :  The  explanatory  text  of  the  income  accounts  evidently  considers 
utility  operations  from  a  financial  standpoint  rather  than  a  regulatory  one.  For 
the  latter  purpose,  we  believe  that  operating  revenues  and  expenses  should  be 
restricted  to  utility  operation  so  that  the  result  of  such  operations  is  immediately 
apparent.  This  position  is  in  conformity  with  pur  present  classification,  in 
consequence  of  which  amends  entirely  the  text  designation  to  read  as  follows : 

"4.  Operating  Revenues  are  those  amounts  of  money  which  the  account- 
ing company  receives  or  becomes  entitled  to  receive  for  utility  service  or 
for  sale  of  products,  merchandise  and  service  incident  thereto.  They  should 
in  general  include  all  rentals  from  property  included  under  operating  fixed 
capital." 

"  5.  Non-Operating  Revenues  are  all  moneys  which  the  accounting  utility 
receives  or  becomes  entitled  to  receive  from  transactions  apart  from  the 
furnishing  of  public  utility  service,  or  as  a  return  upon  the  non-operating 
property  of  the  accounting  utility  or  from  its  interest  in  property  in  the 
hands  of  others,  when  the  cost  of  such  property  is  not  included  in  the 
fixed  capital  accounts." 

7.  Expenses. 

Add  to  the  text  of  this  paragraph  the  following: 

"  Operating  expenses  are  the  expenses  of  conducting  the  utility  operation 
and  services  incident  thereto  including  the  cost  of  maintaining  and  the 
current  retirement  and  suspense  expense  of  the  property  devoted  to  utility 
operations.  All  expenses  incident  to  the  other  operations  of  the  accounting 
company  shall  be  included  in  the  non-operating  expenses." 

8.  Add  to  Text: 

"  They  are  divided  into  taxes  assignable  to  utility  operation,  and  non- 
operating  taxes  in  the  same  manner  as  are  revenues." 

10.     Income. 
Amend  entirely  the  second  sentence  to  read : 

"  Operating  income  is  the  income  derived  from  the  utility  operations  as  a 
compensation  for  the  use  of  its  utility  fixed  capital." 

12.     Delayed   Income   Items.     Add : 

"  NOTE  A. — Where  delayed  income  items  are  those  which  would  have 
affected  the  operating  income  of  any  previous  accounting  period,  the  amount 
of  such  delayed  income  and  the  account  and  period  to  which  it  would  have 
been  properly  entered  must  be  detailed,  both  in  the  entries  to*  profit  and 
loss  and  in  the  annual  reports  to  the  Commission  when  so  required.  Mar- 
ginal reference  to  such  entries  shall  be  made  in  the  closed  accounts  where 
such  entries  would  have  been  properly  entered." 

415.     Rent  Accrued  from  Lease  of  Electric  Plant — Cr.     Add  to  text: 

"  The  value  of  property  so  leased  shall  not  be  included  in  Account 
No.  101.  Fixed  Capital" 

435.     Miscellaneous  Amortization  Applicable  to  Income. 
Add  the  following  text : 

"  To  this  account  shall  be  charged  the  realized  depreciation  not  covered 
by  reserves  .when  the  amounts  are  charged  directly  to  income  and  such 
additional  amounts  are  necessary  to  amortize  the  entries  in  account  132. 
Property  Abandoned." 

PROFIT  AND  Loss  ACCOUNTS. 
General  Instructions  and  Definitions. 
To  delayed  income  items  add  the  following : 

"NoTE. — (Same  as  note  under  Delayed  Items,  Section  12  of  the  explana- 
tory text  Income  Accounts)." 
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504.     Change  next  to  last  paragraph  to  read: 

"  Donations    to    charitable    institutions    and    organizations    for    promoting 
social  welfare  and  other  similar  expenses  and  outgoes." 

OPERATING  REVENUE  ACCOUNTS. 
Add  account: 

610.    Forfeited  Discounts. 

Where  permitted  by  the  regulatory  body  revenues  from  forfeited  discounts 
for  prompt  payment  should  be  included  in  this  account. 

NOTE. — Where  required,  subdivisions  of  this  account  and  appertaining  to  the 
different  revenue  accounts  above  and  to  schedules  thereof,  will  be  kept. 

OPERATING  EXPENSE  ACCOUNTS. 
General  Instructions  and  Definitions. 
Section  4.    Delayed  Items: 

Add  Note  A  suggested  for  Section  12  of  general  instructions  and  definitions 
for  income  items. 

Section  7.     Classification  of  Corporations  by  Revenue: 

It  is  suggested  that  this  classification  should  be  placed  as  a  portion  of  the  intro- 
duction as  it  may  be  contemplated  by  certain  Commissions  to  simplify  balance 
sheet,  fixed  capital  and  revenue  accounts  as  well  as  operating  expense  accounts. 

701.5.    Miscellaneous  Labor  (steam): 

Add  the  following  to  the  end  of  the  first  sentence  and  strike  out  the  s 
phrase  at  end  of  last  sentence : 

"  *    *    *    not  chargeable  to  any  of  the  foregoing  steam  power  plant  labor 
accounts." 

706.4.     Miscellaneous  iMbor  (hydro-electric). 

Make  same  corresponding  change  as  above,  also  change  "  steam  "  to  "  hydro- 
electric." 

703.34,  711.34.    Maintenance  of  Transformers  and  Converting  Apparatus: 

Strike  put  these  accounts.     See  provisions  therefor  under  "transmission"  and 

"  conversion  "  expenses. 
Argument :     This  apparatus  is  not  Involved  in  production  expenses. 

708.23.    Maintenance  of  Generators  (and  transformers)  : 

709.5.     Strike   out   provisions    for  maintenance   of   transformers    in    this 
account. 

709.5.    Miscellaneous  labor. 

Change  "  hydro-electric  "  and   "  steam  "  both  to  "  gas." 
720.     Transmission   Expense.    740.    Distribution    Expenses: 
Strike  out  the  note  in  each,  as  the  herein  suggested  definite  allocation  of  fixed 
capital  makes  this  note  unnecessary. 

Transmission  Expenses,  Conversion  and  Storage  Battery  Expenses,  andl  Dis- 
tribution Expenses: 

It  was  suggested  in  a  previous  communication  to  the  Sub-Committee,  that  the 
division  of  Operating  Expense  Accounts  in  such  a  manner  that  Conversion 
Expenses  would  be  grouped  with  Storage  Battery  Expenses  as  the  fundamental 
use  of  conversion  equipment  (apparatus  used  for  change  in  kind  or  frequency 
of  electric  current)  was  nearly  the  same  as  that  of  storage  battery  equipment, 
both  being  generally  used  in  street  car  and  direct  current  distribution. 

The  Sub-Committee,  in  its  accounts  in  the  721  series,  apparently  treats  Con- 
version Expenses  in  the  light  of  all  sub-station  expenses.  Unfortunately  the 
functions  are  generally  both  transmission  and  distribution  and  occasionally  con- 
version and  storage,  and  considerable  difficulty  will  be  found  in  fixing  a  classi- 
fication which  will  provide  for  a  proper  distribution  of  those  different  func- 
tional or  departmental  operating  costs. 
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The  writer  is  under  a  great  handicap  in  not  having  available  the  entire  text 
of  the  Operating  Expense  Account  and  consequently  can  only  suggest  the  follow- 
ing: 

The  use  of  the  721-2  series  for  Transmission  Expenses;  the  731  series  for 
Storage  Battery  Expenses,  and  an  exactly  similar  732  series  for  Conversion 
Expenses  is  suggested. 

There  should  be  a  provision  under  the  sub-station  superintendence,  labor 
and  maintenance  of  sub-station  buildings  accounts  for  an  apportionment  on  some 
equitable  basis  where  those  expenses  cover  transmission  and  distribution,  and 
perhaps,  storage  battery  and  conversion  expenses.  (See  suggested  division  of 
Fixed  Capital  accounts  for  definition  of  apparatus  to  be  included  in  the  main- 
tenance expenses  of  each  department.) 

770.    New  Business  Expenses: 

The  note  providing  that  a  debit  balance  in  Account  No.  614,  "  Merchandise 
and  Jobbing "  may  be  charged  to  new  business  expenses  should  be  eliminated. 
Any  such  debit  balance  should  be  shown  in  the  "  Merchandise  and  Jobbing " 
account. 

Argument :     The  effect  of  such  treatment  as  that  provided  in  Account  No.  770, 
"  New  Business  Expenses,"  would  be  to  burden  operating  expenses  to  the  benefit 
of  the  merchandise  business,  and  as  many  commissions  now,  and  may  continue 
to,  hold  that  the  merchandise  business  revenues  and  expenses   should  be  kept 
separate  and   distinct   from  the  revenues   and  expenses   incident  to    furnishing 
utility  service,  such  treatment  should  not  be  permitted. 
781.26.    Store  Expenses. 
After  the  second  paragraph,  add : 

"  If  desired  or  required,  utilities  may  charge  to  this  account  a  uniform 
proportion  of  the  estimated  losses  on  materials  and  supplies  from  breakage, 
loss,  waste,  theft,  and  obsolescence,  such  charges  to  be  based  on  the  actual 
average  loss  in  past  years.  When  such  charges  are  made  concurrent  credits 
shall  be  made  to  Account  No.  244,  'Reserve  for  Inventory  Adjustments.'" 
782.  Retirement  Expenses: 

This  account  should  cover  both  ordinary  retirement  and  suspense  expenses 
with  subdivisions  as  follows : 

"  782.1.     Ordinary  Retirement  Expenses. 

"Charge  to  this  account,  and  concurrently  credit  '251.  Retirement 
Reserve '  with  the  amount  estimated  by  the  utility  to  be  necessary  (or  as 
may  be  required  by  law  or  by  order  of  a  regulatory  commission)  to  cover 
the  amount  of  the  accruing  retirement  expenses  on  all  property  which  it  is 
expected  will  be  retired  as  a  result  of  its  utility  service.  This  accrual  will 
be  based  upon  the  original  cost,  plus  cost  of  dismantling,  less  salvage." 

NOTE. — Where  permitted  or  required  by  the  regulatory  body  to  make  a 
charge  to  operations,  and  to  carry  a  combined  reserve,  for  both  mainten- 
ance and  retirement,  the  charges  to  this  account  shall  be  the  difference 
between  the  actual  monthly  maintenance  expenses  and  one-twelfth  of  the 
annual  allowance  to  be  provided  for  both  maintenance  and  retirement 
expense. 

Argument — On  Text :  See  argument  under  Account  132,  Property  Abandoned, 
for  general  statement  of  the  difference  between  the  above  provision  and  that  of 
the  sub-committee's  classification. 

On  Note:  Some  Commissions  now  require,  and  more  and  more  accountants 
and  engineers  advocate  the  use  of  a  combined  reserve  for  maintenance  and 
depreciation.  It  is  an  admitted  fact  that  the  maintenance  of  the  units  of  public 
utility  property  is  not  a  normal  or  average  amount  throughout  the  life  of  such 
units.  Street  railways  especially  on  paved  streets  are  notable  examples  of  this 
fact.  Operation  during  the  earlier  years  of  life  should,  therefore,  be  charged 
a  proper  amount  to  defray  these  expenses.  Notwithstanding  the  argument  that 
these  expenses  are  well  distributed  over  the  year,  the  fact  remains  that  large 
amounts  of  construction  and  reconstruction  occur  during  certain  relatively  short 
periods,  followed  by  other  periods  of  small  construction  investments.  Heavy 
maintenance  costs  are  found  to  follow  at  fixed  intervals  and  are  consequently 
not  uniformly  distributed. 
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Mr.  O.  O.  CALDERHEAD,  of  Washington — In  this  connection  I  am 
going  to  file  with  the  Secretary  a  copy  of  the  proposed  uniform  system 
of  accounting  for  electrical  corporations,  and  the  similar  system  for 
gas  corporations,  and  also  a  minority  report  submitted  by  Mr.  Green, 
a  member  of  this  committee  from  the  State  of  Oregon,  together  with 
his  letter  of  transmittal  outlining  his  suggested  changes  in  some  of 
the  accounts.  Your  committee  here  has  not  had  an  opportunity  to 
check  carefully  the  objections  raised  by  Mr.  Green;  but  in  the  state- 
ment I  have  just  read  I  believe  we  have  covered  many  of  his  objections, 
and  that  it  is  more  a  matter  of  arrangement  and  classification  than  of 
objections  to  the  accounting  system  itself. 

Any  commission  is  at  liberty,  in  making  up  its  accounting  system 
which  it  sends  out  to  the  utility,  to  add  to  and  expand  or  to  modify 
in  any  way  it  sees  fit  the  classification  submitted  by  your  committee. 
It  of  course  cannot  be  in  any  way  binding,  but  is  simply  the  best 
effort  of  several  accountants  who  have  devoted  a  great  deal  of  time 
to  it,  but  personally  I  should  feel  that  it  would  be  a  distinct  loss  if 
this  classification  is  not  uniformly  adopted. 

I  do  not  know  how  well  the  individual  members  of  this  convention 
are  informed  as  to  the  act  creating  the  Federal  Water  Power  Commis- 
sion, but  that  act  provides  that  a  system  of  accounting  shall  be  estab- 
lished by  that  body,  and  that  where  'state  commissions  do  not  take 
action  the  Federal  body  shall  regulate  the  rates  of  utilities  authorized 
by  the  water  power  act,  and  that  that  body  shall  establish  an  account- 
ing system.  So  that  uniformity  is  particularly  desired  with  that  body 
in  regard  to  their  accounting. 

In  conclusion  I  want  to  offer  the  following  for  your  action : 

Resolved,  (1),  that  the  report  of  the  Committee  on  Statistics  and 
Accounts  of  Public  Utilities  be  received  and  printed. 

(2)  That   this   convention   recommend   that   member   commissions 
give  careful  consideration  to  the  proposed  uniform  system  or  classi- 
fication of  accounts  for  electric  and  gas  companies  and  adopt  them 
unless  they  are  found  to  conflict  with  local  statutes,  with  such  modifica- 
tions as  may  be  necessary  to  meet  local  conditions. 

(3)  That  this  convention  recommend  that  wherever  practicable  the 
calendar  year  be  made  the  fiscal  and  reporting  year. 

(4)  That  this  convention  recommend  to  all  state  commissions  which 
adopt  the  standard  classifications  of  accounts  proposed  by  this  com- 
mittee, that  questions  of  interpretation  be  referred  to  the  Standing 
Committee  on  Statisics  and  Accounts  of  Public  Utilities  for  an  ex- 
pression of  opinion,  acting  in  cooperation  with  the  accounting  sections 
of  the  National  Electric  Light  Association  and  American  Gas  Asso- 
ciation. 

I  offer  that  as  a  resolution. 

President  SHAW — Do  you  offer  that  in  the  nature  of  a  resolution 
or  a  motion  ? 

Mr.  CALDERHEAD — A  motion. 

Before  any  action  is  taken  on  that.  I  should  like  to  call  attention 
to  the  fact  that  Mr.  Walker  and  Mr.  Hasbrouck  of  New  York  in  some 
manner  procured  printed  copies  of  these  classifications,  and  the  Law 
Reporting  Company  of  New  York  has  printed  this,  in  the  expectation 
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that  a  considerable  number  of  commissions  will  adopt  the  same,  and 
the  complete  form  is  being  held  in  type  as  I  understand  it. 

Your  committee  were  without  funds  for  printing,  and  have  only 
been  able  to  place  copies  in  your  hands  by  this  arrangement. 

I  notice  that  the  copies  are  marked  "  copyrighted,"  but  they  are  not 
copyrighted  with  any  authority  from  any  one  connected  with  this 
convention,  or  your  committee,  or  Mr.  Walker. 

Secretary  WALKER — Mr.  President,  just  in  connection  with  what 
Mr.  Calderhead  has  said,  we  made  an  arrangement  with  the  official 
printer  in  New  York,  the  Law  Reporting  Company,  to  print  advance 
copies  of  these  classifications  of  accounts,  making  two  pamphlets,  one 
for  gas  corporations,  the  other  for  electrical  corporations,  on  the  under- 
standing that  they  would  be  permitted  to  sell  copies  of  those  pamphlets. 
The  price  has  not  been  fixed,  but  I  understand  it  will  not  be  in  excess 
of  $1  for  each  pamphlet.  In  that  way  the  official  printer  will  recoup 
himself  for  the  expense  of  printing  the  report.  And  as  the  committee 
had  no  funds  and  the  Association  no  funds  with  which  to  defray  the 
cost  of  printing,  I  thought,  and  Mr.  Hasbrouck  thought,  that  that 
would  be  the  best  method  of  getting  the  things  printed,  so  that  they 
could  be  presented  to  this  convention.  The  pamphlets  are  here. 
Owing  to  that  understanding  with  the  printer  it  is  desired  to  limit  the 
distribution  of  those  pamphlets 'here  to  the  minimum,  but  any  member 
of  the  Association,  any  state  commissioner  here,  who  desires  copies  of 
these  pamphlets,  I  shall  be  very  glad  to  supply  him. 

President  SHAW — Will  copies  be  mailed  to  all  the  state  commis- 
sioners ? 

Secretary  WALKER — Yes,  copies  will  be  mailed  to  all  the  state  com- 
missioners. In  regard  to  the  question  of  copyright,  Mr.  Calderhead 
is  right.  The  printer  had  absolutely  no  authority  to  print  the  notice 
of  copyright  upon  these  pamphlets.  I  do  not  know  whether  the  copy- 
right has  actually  been  obtained  or  not ;  but  if  so,  it  would  be  well  if 
the  Secretary  were  authorized  to  take  up  the  matter  with  the  printer 
and  the  copyright  office,  to  have  that  corrected.  If  they  are  to  be 
copyrighted  at  all,  they  ought  to  be  copyrighted  in  the  name  of  the 
Association,  and  not  in  the  name  of  the  printer. 

President  SHAW — Gentlemen,  you  have  heard  the  report  of  the 
Committee  on  Statistics  and  Accounts  of  Public  Utility  Companies. 
It  is  a  very  comprehensive  report.  You  have  heard  Chairman  Calder- 
head's  recommendations  in  regard  thereto,  and  the  motion  for  action. 
Do  I  hear  a  second? 

The  motion  was  seconded. 

President  SHAW — The  question  is  open  for  discussion.  Does  any 
one  desire  to  be  heard? 

Mr.  A.  L.  FREEHAFER  of  Idaho — On  behalf  of  the  Northwestern 
Section  I  want  to  ask  Mr.  Calderhead  a  question  or  two. 

This  matter  came  to  our  attention  so  late  before  the  meeting  of  the 
convention  that  our  commission  could  not  take  action  or  make  any 
recommendation ;  but  I  notice  from  Mr.  Green's  minority  report  proba- 
bly one  or  two  objections  to  the  principles  of  accounting  rather  than 
to  details,  and  I  might  ask  whether  any  change  was  made  in  regard 
to  the  accounting,  in  regard  to  retirement  expense  ? 
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There  was  some  criticism  made  by  Mr.  Green  that  the  subcommit- 
tee's classification  for  the  accounting  of  retirement  expense  was 
inadequate  and  might  lead  to  injustice  in  permitting  the  inclusion  of 
accounts  of  losses  that  had  acrued  prior  to  utility  regulation.  I  was 
going  to  ask  wheher  or  not  any  change  had  been  made. 

Mr.  CALDERHEAD — That  refers  particularly  to  the  retirement  ex- 
pense ? 

Mr.  FREEHAFER — Yes. 

Mr.  CALDERHEAD — We  did  not  make  any  change,  except  that  in  the 
note  covering  the  account,  retirement  expense,  we  changed  the  word 
"  accumulated  "  to  "  provided."  Where  it  says  it  is  the  intent  of  the 
classification  that  a  reserve  shall  be  accumulated,  we  changed  that  to 
read  "  provided."  And  in  the  fourth  line  of  the  printed  pamphlet  we 
changed  the  word  "  estimated  "  to  read  "  provided." 

Your  sub-committee  still  believes  that  this  amply  protects  the  commis- 
sions, because  it  enables  them  to  do  just  as  they  see  fit  with  regard  to 
that  account.  All  we  are  trying  to  do  is  to  set  up  an  account.  The 
commissions  can  require  the  utilities  to  subdivide  that  account,  and 
can  dispose  of  that  account  to  suit  their  own  individual  judgment. 

Now,  I  do  not  want  you  to  think,  Mr.  Freehafer,  that  your  ^subcom- 
mittee  is  disapproving  of  Mr.  Green's  objections.  We  simply  have 
discussed  them,  and  we  have  not  had  time  to  go  over  all  of  them  care- 
fully. They  will  receive  the  attention  of  the  succeeding  committee, 
and  if  there  are  merits  in  any  of  his  contentions,  there  is  no  doubt  that 
the  corrections  will  be  made  to  conform,  at  least  approximately  with 
his  ideas.  If  you  will  just  bear  in  mind  that  we  are  trying  to  set  up 
an  accounting  system  and  not  trying  to  formulate  any  decisions  or 
warp  the  judgment  of  any  commission,  it  probably  will  clarify  the 
matter  somewhat ;  and  I  want  to  state  also  that  this  classification  is 
not  entirely  satisfactory  to  either  the  gas  utilities  or  to  the  Electric 
Light  Association.  They  decidedly  object  to  some  of  the  provisions 
which  they  say  are  regulatory  in  their  nature ;  and  if  we  had  allowed 
them  to'  build  up  the  classification,  they  frankly  admit  that  there  are 
many  things  that  they  would  have  put  in,  and  a  great  many  things 
which  they  would  have  left  out  of  these  classifications ;  but  our  only 
idea  was  to  set  up  such  accounts  as  would  enable  any  one  to  know  the 
standing  of  the  companies  reporting.  I  believe  that  one  of  the  im- 
portant things  that  should  follow  is  the  establishment  as  nearly  as  pos- 
sible of  unform  reports.  In  your  annual  report  you  can  call  for  details 
that  are  not  called  for  by  this  classification ;  but  any  utility  in  building 
up  an  account  must  necessarily  build  it  up  from  quite  a  number  of 
sub-accounts.  There  is  where  you  can  call  for  this  information  in 
such  detail  as  you  desire.  I  give  a  great  deal  of  the  credit  for  this 
report  to  Mr.  Hasbrouck  and  the  other  members  of  the  committee, 
because  I  have  not  given  it  the  detailed  attention  which  they  have.  I 
think  you  will  find  that  the  classification,  'purely  from  an  accounting 
standpoint,  will  stand  the  test. 

President  SHAW — Is  there  any  further  discussion?  If  I  under- 
stand, your  motion  is  that  the  report  be  received  and  printed,  carrying 
with  it  certain  recommendations? 
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Mr.  CALDERHEAD — Yes. 

President  SHAW — Are  you  ready  for  the  motion? 

The  motion  was,  agreed  to. 

Mr.  SHAW — I  may  say  that  this  committee  has  spent  a  great  deal 
of  time,  and  has  gone  into  the  subject  very  thoroughly,  and  I  think 
the  result  will  be  of  use  to  the  various  state  commissions.  We  will  all 
agree  that  if  possible  uniformity  of  accounts  should  be  brought  about, 
and  I  believe  this  Association  owes  a  debt  of  gratitude  to  the  com- 
mittee for  the  work  that  they  have  accomplished,  and  for  their  faith- 
ful service,  and  on  behalf  of -the  Association  I  so  extend  an  expression 
of  that  gratitude  to  the  Committee. 

(See  Appendices  1  and  2  for  "Uniform  System  of  Accounts  for 
Electrical  Corporations  "  and  "  Uniform  System  of  Accounts  for  Gas 
Corporations,"  as  prepared  by  the  Sub-Committee  and  reported  by  the 
Committee  on  Statistics  and  Accounts  of  Public  Utilities  Companies.) 

REPORT  OF  COMMITTEE  ON  EXPRESS  AND  OTHER 

CONTRACT  CARRIERS  BY  RAIL. 

Mr.  GEORGE  P.  PELL  of  North  Carolina — Mr.  President,  as  chair- 
man of  the  Committee  on  Express  and  Other  Contract  Carriers  by 
Rail,  I  should  like  to  present  my  report. 

To  the  National  Association  of  Railway  and  Utilities  Commissioners: 
The  express  business  so   far  transcends  in  importance  any  other 
business  conducted  by  contract  carriers  by  rail  that  this  report  will  be 
limited  to  its  discussion. 

We  are  making  history.  The  historian  may  come  along  many  years 
after  we  are  gone  and  strive  to  write  it.  It  is  our  duty  to  so  record 
it  at  present  that  the  historian  will  be  accurate.  Since  no  prior  report 
of  this  committee  has  given  a  record  of  the  transition  period  of  the 
express  business  from  the  beginning  of  the  World  War  we  deem  it  not 
out  of  place  first  to  make  such  a  record  and  then  pass  on  to  a  general 
discussion  of  express  service  and  rates. 

Prior  to  the  outbreak  of  the  World  War  the  express  business  in  the 
United  States  was  conducted  practically  by  the  Adams  Express  Com- 
pany, American  Express  Company,  Southern  Express  Company,  Wells 
Fargo  &  Company,  Great  ^Northern  Express  Company,  Northern 
Pacific  Express  Company,  and  Western  Express  Company.  The  ser- 
vice was  fairly  efficient  and  the  business  was  conservatively  and  eco- 
nomically managed.  With  the  commencement  of  the  War,  and  the 
intense  industrial  activities  that  followed,  large  numbers  of  experienced 
employees  left  the  companies  to  seek  more  remunerative  employment 
in  industries  stimulated  by  the  War's  demands,  and  later  this  situation 
was  rendered  more  acute  when  the  United  States  entered  the  conflict 
by  our  people  volunteering  for  service ;  and  then  followed  the  draft. 
With  these  conditions  confronting  the  companies  they  had  to  face  an 
enormously  increased  business,  a  large  part  of  it  Government  traffic, 
with  no  additional  car  supply  and  terminals  already  inadequate  to  care 
for  the  heavy  volume  of  traffic  which  sought  express  movement.  While 
the  efficiency  of  the  service  suffered,  and  suffered  severely,  the  War 
business  was  handled  successfully,  but  at  financial  sacrifices  which 
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wiped  out  all  profits,  and  the  companies  were  facing  large  deficits 
when,  on  December  28th,  1917,  the  United  States  Government  took 
possession  of  the  principal  railroads  of  the  country. 

GOVERNMENT  CONTROL. 

On  January  1st,  1918,  when  the  Government  actually  took  over 
the  railroads,  the  express  companies  had  difficulty  in  determining 
their  status.  The  Director-General  decided  that  the  Government  would 
not  recognize  the  contracts  which  the  several  express  companies  had 
with  the  various  railroads,  and,  following  conferences  that  extended 
over  a  period  of  nearly  six  months,  the  express  companies  were  finally 
told  that  the  Government  would  deal  with  only  one  company,  and  this 
resulted  in  the  formation  of  the  American  Railway  Express  Company. 
The  basis  stipulated  by  the  Director-General  for  the  formation  of  the 
new  company  was  briefly  that  the  old  companies  would  sell  to  the  new 
company  all  of  the  property  used  by  them  in  the  express  transporta- 
tion business.  The  price  to  be  paid  for  this  property  was  the  cost 
thereof,  less  the  depreciation  thereon.  This,  was  fixed  by  the  Director- 
General  at  $30,000,000  as  of  November  30th,  1917,  with  the  proviso 
that  this  could  be  increased  by  the  cost,  less  depreciation,  of  any  prop- 
erty purchased;  from  November  30th,  1917,  to  July  1st,  1918,  when  the 
new  company  commenced  active  operations.  This  resulted  in  an 
addition  to  the  capital  of  approximately  $1,600,000.  And  it  was  further 
provided  that  the  owners  of  the  new  company  should  contribute  cash 
capital  to  the  extent  of  $3,000,000,  which  will  explain  the  capitaliza- 
tion of  the  American  Railway  Express  Company,  i.  e.,  $34,600,000. 
It  is  believed  that  the  actual  value  of  the  property  used  in  the  business 
by  the  American  Railway  Express  Company  would  approximate,  con- 
servatively speaking  at  the  present  time,  $50,000,000.  The  old  express 
companies  retained  their  treasury  assets,  property  not  used  in  the  busi- 
ness, etc.,  and  many  of  them  are  in  process  of  liquidation. 

The  Director-General,  prior  to  July  1st,  1918,  entered  into  an  agree- 
ment with  the  American  Railway  Express  Company  for  the  duration 
of  Government  control,  and  finally  it  was  taken  over  by  the  Govern- 
ment. This  agreement  was  made  under  the  power  conferred  by  the 
proclamation  of  the  President,  dated  December  26th,  1917,  and  by  the 
further  proclamation  dated  March  29th,  1918.  This  latter  proclama- 
tion authorized  the  Director-General  to  make  any  and  all  contracts  or 
agreements  which  in  any  way  may  be  found  necessary  or  expedient  in 
connection  with  Federal  control  of  systems  of  transportation,  as  fully 
in  all  respects  as  the  President  is  authorized  to  do.  The  agreement 
provided  that  the  American  Railway  Express  Company  would  pay  the 
Director-General  50^4  per  cent,  of  the  gross  revenue  derived  from 
express  transportation  in  payment  for  express  privileges,  that  is,  for 
the  facilities  and  service  rendered  by  the  railroads.  That  figure  was 
arrived  at  by  ascertaining  the  average  amount  paid  by  all  of  the  express 
companies  of  the  country  to  the  railroads  for  a  period  of  ten 
years.  It  was  further  provided  that  if  the  Express  Company 
earned  5  per  cent,  on  its  capital  stock  it  was  to  be  allowed  to  pay 
that  as  dividends.  After  that,  a  certain  amount  was  to  be  set 
aside  as  a  contingent  fund,  and  after  that,  the  next  2  per  cent. 


314        PROCEEDINGS  OF  THE  THIRTY-SECOND  ANNUAL  CONVENTION 

was  to  be  divided  equally  between  the  Government  and  the 
company,  and  thereafter  any  excess  was  to  be  divided  one-third  to 
the  Company  and  two-thirds  to  the  Government,  that  is,  up  to  a  cer- 
tain point,  and  then  the  division  was  on  the  basis  of  one-fourth  to  the 
Company  and  three-fourths  to  the  Government.  The  Government 
guaranteed  the  Express  Company  against  actual  loss,  but  it  did  not 
guarantee  to  it  any  profit.  That  meant  that  in  the  event  the  Express 
Company  did  not  earn  enough  to  pay  its  operating  expenses  the  per- 
centage of  revenue  payable  to  the  Government  would  be  decreased 
from  SOl/4%  before  referred  to  by  the  amount  necessary  to  save  the 
Express  Company  from  direct  loss. 

EFFECT  OF  FORMING  ONE  COMPANY. 

While  the  formation  of  this  one  company  resulted  in  economies 
running  into  several  millions  of  dollars,  by  the  elimination  of  dupli- 
cate facilities,  reduction  in  overhead  charges,  etc.,  the  rapid  increase 
in  the  cost  of  operation  far  outstripped  the  retrenchment  made,  and, 
although  the  general  level  of  rates  was  raised  approximately  20  per 
cent,  during  the  war,  wages  were  advanced  approximately  to  the 
same  extent  as  railroad  wages,  and  the  cost  of  trucks,  wagons,  feed, 
and  all  manner  and  character  of  supplies,  mounted  by  leaps  and 
bounds.  In  view  of  the  nature  of  the  contract  with  the  Government, 
the  Express  Company  only  received  out  of  the  rate  increase  something 
less  than  10  per  cent.,  while  labor  and  other  costs  doubled,  and  in  view 
of  this  situation  it  was  not  to  be  wondered  at  that  the  deficit  for  the 
first  year's  operations  of  the  new  Company  amounted  to  $22.000.000. 
It  was  simply  being  compelled  to  provide  service  for  materially  less 
than  it  cost  to  do  the  business.  The  Government  made  good  the  loss, 
but  the  Company  has  not  received,  and  is  not  now  receiving,  any  re- 
turn on  its  capitalization,  which,  as  before  explained,  represents  the 
actual  cost,  less  depreciation,  of  the  property  used  in  the  business,  and 
actual  cash  invested. 

HANDICAPS  OF  WAR  TIME. 

At  the  commencement  of  the  war  the  railroads  were  forced  to  take 
many  baggage  and  express  cars  and  convert  them  into  kitchen  cars 
for  troop  trains.  Very  few  were  returned  to  the  express  service,  as 
they  were  worn  out  or  disappeared.  Practically  no  additions  have 
been  made  to  express  car  equipment  by  railroads  during  the  past  four 
years,  and  none  by  the  Government,  for  the  reason  that  what  money 
was  available  was  put  to  other  uses.  As  a  result  the  Express  Com- 
pany had  to  utilize  in  many  instances  converted  box  cars,  with  springs 
unsuited  to  the  carrying  of  express  traffic,  and  heavy  loss  and  damage 
have  resulted.  Another  cause  for  the  heavy  loss  and  damage  account 
is  that  prior  to  the  war  claims  paid  averaged  only  $6.00  per  claim, 
whereas  in  1919  claims  paid  by  the  American  Railway  Express  Com- 
pany averaged  something  over  $14.00.  The  enhanced  value  of  the 
products  handled  by  express  accounts  for  this. 

HISTORY  OF  RATES. 

We  will  now  endeavor  to  briefly  review  the  history  of  the  rates 
charged  by  express  companies  during  the  war  period.  The  Inter- 
state Commerce  Commission,  in  arriving  at  the  rates  prescribed  in 
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1914,  divided  the  country  into  five  zones,  according  to  the  traffic  con- 
ditions prevailing  within  the  various  zones.  Zone  No.  1  was  that 
territory  east  of  the  Mississippi  River  and  north  of  the  Ohio  River 
and  Mason  and  Dixon's  line,  and  what  is  known  in  railroad  freight 
business  as  Central  Freight  Association  and  Trunk  Line  territory. 
Zone  No.  2  was  east  of  the  Mississippi  River  and  south  of  the  Ohio 
and  Potomac  and  was  what  is  known  as  Southern  Classification  terri- 
tory. Zone  No.  3  was  west  of  the  Mississippi  River  and  east  of  the 
105th  degree  of  longitude,  which,  generally  speaking,  is  that  territory 
known  as  Western  Trunk  Line  Association  territory.  The  4th  zone 
was  that  territory  west  of  the  105th  degree  of  longitude,  exclusive  of 
the  States  of  California,  Oregon  and  Washington,  which  territory  is 
generally  known  as  the  inter-mountain  territory.  The  5th  zone  com- 
prises the  States  of  California,  Oregon  and  Washington,  and  in  mak- 
ing their  rates  the  Commission  considered  Zone  5  the  same  as  Zone  3. 
The  rates  prescribed  were  made  up  of  three  factors : 

1st — The  base  or  block  rate  basis. 
2nd — The  express  terminal  charge. 
3rd — The  rail  terminal  charge. 

The  first  factor  varies  with  the  weight  and  the  distance.  The  second 
factor,  express  terminal  charge,  is  stationary  and  does  not  vary  either 
with  weight  or  distance.  The  third  factor,  known  as  the  rail  terminal 
charge,  varies  with  weight  but  not  with  distance.  The  original  block 
base  rate  prescribed  for  Zone  1  was  15  cents,  and  in  Zone  5  the  base 
rate  was  24  cents. 

On  September  1,  1915,  the  Express  Companies,  believing  they  had 
not  received  a  sufficient  income,  made  application  to  the  Interstate 
Commerce  Commission  to  reverse  the  express  terminal  allowance  of 
20  cents  and  the  rail  terminal  charges  of  25  cents,  making  the  ex 
press  terminal  charge  25  cents  and  the  rail  factor  20  cents,  thereby 
gaining  an  increase  of  a  fraction  of  5  cents  on  each  shipment.  This 
was  granted  by  the  Interstate  Commerce  Commission,  and  subsequently 
authorized  by  State  commissions. 

On  July  15,  1918,  through  another  application  to  the  Interstate 
Commerce  Commission,  express  rates  were  increased  by  it  10  per  cent., 
and  State  commissions  generally  followed  its  lead.  After  the  Ameri- 
can Railway  Express  Company  had  been  taken  under  Federal  con- 
trol, the  Director-General,  in  his  General  Order  No.  56,  directed  a 
further  increase  in  all  express  rates — both  State  and  interstate-r- 
efrective  January  1st,  1919,  of  two  scale  numbers,  or  ten  cents  per 
100  pounds  which  produced  an  increase  of  approximately  8  per  cent. 
Therefore,  during  the  period.  February,  1914,  to  January  1,  1919, 
the  Express  Company  has  enjoyed  increased  rates  to  the  extent  of 
from  19  to  20  per  cent.  Notwithstanding  this,  the  American  Railway 
Express  Company  operated  at  a  deficit  from  its  beginning,  and  when 
the  consolidated  companies  were  turned  back  to  private  ownership 
there  was  a  deficit,  accrued  under  Government  control,  of  over  $37,- 
000,000.  This  was  caused  principally  (in  addition  to  the  general  in- 
creased cost  of  all  commodities)  by  an  increase  in  wages,  coupled  with 
a  reduction  to  an  8-hour  working  day  basis,  with  pro  rata  for  overtime 
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and  an  increase  in  loss  and  damage  claims,  which  amounted  in  1919 
to  over  $1,500,000  per  month,  or  approximately  $20,000,000  for  that 
year.  As  an  illustration  of  what  the  8-hour  basis  produced,  it  is  shown 
by  the  fact  that  prior  to  the  adoption  of  the  8-hour  day  express  com- 
panies paid  less  than  $50,000  per  month  overtime,  while  in  December, 
1919,  they  paid  overtime  amounting  to  $1,022,271.24.  Later  on  this 
condition  was  further  augmented  by  the  establishment  of  one  day 
off  in  seven,  with  pay  for  Sundays  and  holidays  and  time  and  one-half 
for  overtime. 

CLAIMS  FOR  Loss  AND  DAMAGE. 

Since  the  rise  in  values  the  claims  for  loss  and  damage  have  in- 
creased tremendously.  For  illustration,  take  the  Wells  Fargo  Com- 
pany. The  figures  for  the  calendar  year  1917  for  that  company  total 
$1,621,000,  of  which  only  18.6  per  cent,  occurred  in  the  western  de- 
partment, which  embraces  all  of  the  territory  west  of  Mobridge, 
Denver  and  El  Paso.  That  attributable  to  the  northwestern  division, 
which  includes  Nevada,  Idaho,  Montana,  Oregon,  Washington,  Cali- 
fornia, Alaska,  Hawaii  was  only  4.29  per  cent,  of  the  total,  while  in 
the  East,  in  the  Atlantic  divisions,  totally  within  Zone  1,  occurred 
over  40  per  cent,  of  the  total  loss  and  damage,  and,  adding  Chicago, 
the  States  of  Illinois  and  Wisconsin,  another  20  per  cent.,  making  ap- 
proximately 60  per  cent,  of  the  loss  and  damage  in  Zone  1.  This 
situation  in  Zone  1  is  further  illustrated  by  the  fact  that  the  Adams 
Express  Company  suffered  the  most  on  account  of  the  tremendous 
loss  and  damage,  the  majority  of  their  operations  being  in  this  zone. 
In  order  to  conclusively  show  that  the  losses  incurred  by  the  Express 
Company  are  attributable  to  the  greatest  extent  to  Zone  1  the  follow- 
ing figures  are  submitted :  Wells  Fargo,  in  1914,  showed  a  net  income 
of  approximately  $2,500,000,  while  for  the  three  months  of  the  fiscal 
year  the  Adams  Express  Company  operated  at  a  deficit  of  one-third 
of  a  million,  and  the  American  Express  Company  also  showed  a  de- 
ficit. In  1917,  Wells  Fargo  showed  a  net  profit  of  $758.000  and  the 
Adams  Express  Company  a  deficit  of  over  $3,000,OOQ,  it  having  oper- 
ated at  a  deficit  in  all  but  one  month,  indicating  that  losses  were  oc- 
curing  in  Zone  1,  while  reasonable  profits  were  being  made  by  the 
western  company. 

It  is  acknowledged  by  the-  American  Railway  Express  Company 
that  the  greatest  transportation  cost  is  in  Zone  1,  where  shorthaul 
traffic  prevails,  on  which  the  terminal  and  other  costs  are  relatively 
much  greater.  Tremendous  losses  occur  in  Zone  1,  and  in  the  adjust- 
ment of  express  schedules  it  has  been  urged  upon  the  Interstate  Com- 
merce Commission  that  it  should  be  accomplished  in  such  a  way  that 
the  burden  of  increase  will  be  borne  in  the  sections  where  the  greatest 
added  costs  are  incurred  and  by  the  kinds  of  traffic  which  have  caused* 
the  increased  expense.  A  horizontal  increase  by  zones  lays  the  bur- 
den in  relatively  heavier  degree  upon  localities  which  have  produced  a 
lucrative  business  heretofore. 

As  indicated  above,  the  Adams  Express  Company  was  the  hardest 
hit  operating  under  its  own  control,  and  it  has  been  shown  in  previ- 
ous cases  before  the  Interstate  Commerce  Commission  that  57  per 
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cent,  of  the  Adams  Express  Company's  mileage,  77  per  cent,  of  its 
earnings,  92  per  cent,  of  its  equipment,  82  per  cent,  of  its  employees 
and  88  per  cent,  of  its  agency  expenses  were  within  Zone  1.  Fur- 
thermore, the  situation  in  Zone  1  was  more  acute  during  the  war 
period  by  reason  of  the  congested  traffic  and  corresponding  increased 
cost  of  operation. 

In  the  Express  Company's  application  to  the  Interstate  Commerce 
Commission,  decided  October  22,  1918,  ex  parte,  No.  64,  I.  C.  C.  51, 
page  263,  appears:  "  It  is  estimated  that  63.1  per  cent,  of  the  total 
express  movement  in  the  United  States  is  within  Zone  1."  Using 
the  American  Express  Company  as  another  illustration  it  is  shown 
that  assigned  to  Zone  1  is  44  per  cent,  of  the  mileage,  67  per  cent,  of 
the  earnings,  87  per  cent,  of  the  equipment  and  73  per  cent,  of  the 
employees  of  that  company. 

EXPRESS  RATES  ADVANCED. 

Your  committee  is  greatly  handicapped  in  making  intelligent  ob- 
servations for  the  reason  that  at  the  time  this  report  is  being  pre- 
pared the  Interstate  Commerce  Commission  still  has  under  considera- 
tion the  application  for  approval  of  the  consolidation  of  all  the  com- 
panies into  one  company,  and  the  approval  of  the  uniform  contract  for 
express  operations  between  the  carriers  and  the  Express  Company. 
On  August  llth  just  passed  the  Commission  granted  to  the  Express 
Company  an  increase  of  12.5  per  cent,  of  rates  then  existing,  except 
that  rates  on  milk  and  cream  may  be  equalized  with  those  contem- 
poraneously applied  by  the  railroad  lines  between  the  same  points. 
It  denied  the  request  of  the  shippers  for  the  exception  of  certain 
commodities  from  the  application  of  these  increased  rates  and  also 
refused  to  grant  a  "  terminal  to  terminal  rate,"  to  apply  in  the  absence 
of  pick-up  and  delivery  service,  or  deductions  from  the  published 
rates  where  either  service  is  not  rendered.  In  the  order  granting  the 
increase  of  12.5  per  cent,  the  Commission  stated  that  it  did  not  take 
into  consideration  the  award  of  the  U.  S.  Railroad  Labor  Board  award- 
ing increased  wages  to  the  Company's  employees,  and,  as  was  to  be 
expected,  the  Express  Company  on  August  19th  filed  a  supplemental 
application  for  a  further  increase  of  15  per  cent,  to  cover  the  amount 
of  increased  cost  of  operation  caused  by,  the  awards,  which  they  esti- 
mated to  be  $44,258,903  per  annum.  On  September  2lst  the  Commis- 
sion refused  the  15  per  cent,  increase,  but  granted  an  increase  of  13.5 
per  cent.,  subject  to  the  exceptions  as  to  milk  and  cream.  This  made 
a  total  increase  of  26  per  cent. 

CONSOLIDATION  OF  COMPANIES  INTO  ONE. 

The  application  to  obtain  the  approval  of  the  Interstate  Commerce 
Commission  of  the  consolidation  of  all  express  companies  into  the 
American  Railway  Express  Company  has  not  aroused  the  antagonism 
that  was  expected,  largely  for  the  reason  that  those  interested  thought 
it  was  written  in  the  stars  that  consolidation  would  be  approved. 
While  the  State  commissions  very  nearly  unanimously  protested  against 
consolidation  on  the  ground  that  it  would  be  the  end  of  competition 
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in  express  service,  their  chief  concern  was  to  protect  the  shippers  of 
the  country  from  being  defrauded  by  the  old  express  companies  out  of 
their  just  claims  which  accrued  before  the  American  Railway  Express 
Company  began  operations.  This  Committee  does  not  hesitate  to  say 
that  it  would  be  an  outrage  for  a  consolidation  to  be  approved  before 
such  arrangements  are  made  as  will  insure  to  any  person  having  a 
claim  against  any  predecessor  company,  which  arose  out  of  the  conduct 
of  the  express  transportation  business  by  said  company,  an  opportunity 
to  bring  suit  thereon  in  the  courts  of  the  State  where  said  claim  arose, 
and  before  security  is  provided  for  the  payment  in  full  of  all  such 
claims  admitted  to  be  due,  or  established  by  judgments  of  the  courts, 
and  before  agreement  that  in  any  suit  on  any  such  claim  no  defense 
will  be  sought  to  be  made  upon  the  ground  of  the  passage  of  a  period 
of  limitations,  whether  fixed  by  contract  or  statute,  unless  the  full 
period  of  limitations  has  passed,  exclusive  of  any  time  which  elapsed 
while  the  defendant  was  absent  from  the  State  in  which  the  claim 
arose  without  an  agent  therein  upon  whom  service  of  legal  process 
might  be  effectively  made.  As  to  claims  admitted  to  DC  due  or  already 
in  judgment,  or  even  unliquidated  claims,  it  occurs  to  this  committee 
that,  if  the  consolidation  is  authorized,  it  should  be  done  to  become 
effective  upon  agreement  of  the  Express  Company  that  such  claims 
;ha!l  become  a  charge  against  the  consolidated  properties.  We  do  not 
believe  that  the  Interstate  Commerce  Commission  will  approve  the 
consolidation  until  the  legal  rights  of  shippers  are  thus  safeguarded. 

COMPETITION  IN  SERVICE. 

in  case  of  consolidation  it  will  be  necessary  for  the  shipping  pub- 
lic to  invent  means  by  which  some  competition  with  express  service 
can  be  had.  It  is  suggested  that  the  package  car  service  of  the  rail- 
roads might  be  brought  to  such  state  of  perfection  as  to  offer  some 
relief-;  also  that  the  parcel  post  could  be  developed  into  a  real  live 
competitor  by  increasing  the  weight  and  size  of  packages  transported. 
It  is  possible,  in  the  transportation  of  car-load  express,  for  railroads 
to  be  made  competitors  in  such  manner  as  to  improve  the  service. 

One  of  the  general  managers  of  one  of  the  great  railroads  of  the 
country  recently  said  that  if  the  express  companies  were  held  in  their 
legitimate  sphere  of  transporting  only  reasonably  sized  packages  of 
reasonable  weight  it  would  give  the  railroads  an  opportunity  to  develop 
a  fast-freight  service  for  larger  parcels  of  considerable  weight,  but 
that  if  express  companies  are  allowed  to  transport  all  parcels  from  a 
box  of  tooth-picks  to  a  steam  engine  and  boiler  there  would  be  little 
encouragement  for  the  rail  carriers  to  seek  the  development  of  a  fast- 
freight  service  on  less  than  car-load  shipments.  There  is  little  doubt 
that  it  is  within  the  power  of  the  railroads  to  transport  less-carload 
shipments  in  a  way  to  give  service  very  nearly  as  satisfactory  in  point 
of  time  of  transportation  as  express  service,  especially  in  densely  popu- 
lated territory.  During  the  hearing  before  the  Interstate  Commerce 
Commission  of  the  Packer  cases  several  pages  of  testimony  were  en- 
tered in  the  record  to  the  effect  that  the  railways,  in  handling  the 
Packers  peddler  cars,  were  maintaining  fairly  dependable  schedules  on 
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this  traffic  and  were  transporting  these  peddler  cars  with  dispatch 
approaching  express  service.  Instances  were  cited  where  the  railroads 
were  hauling  peddler  cars  from  five  to  seven  hundred  miles  and  ac- 
complishing deliveries  of  contents  at  destinations  quicker  than  on  less- 
carload  traffic  passing  through  the  freight  stations  for  the  same  destina- 
tion when  originating  at  cities  less  than  one  hundred  miles  away.  It 
was  evident  that  on  peddler  car  routes  schedules  for  these  cars  were 
being  maintained  exceedingly  well  and,  in  comparison  with  other 
merchandise  package  freight,  peddler  car  shipments  were  being  de- 
livered with  extraordinary  dispatch.  It  is  therefore  evident  that  such 
a  thing  as  dispatch  and  reliable  schedules  on  less  carlot  freight  is  by  no 
means  impracticable  of  accomplishment.  It  is  well  known  that  much 
of  the  delay  occasioned  in  the  handling  and  movement  of  less  carload 
freight  occurs  at  the  terminals,  break-bulk  and  interchange  points.  It 
is  the  removal  of  the  causes  of  delay  at  these  particular  points  that  will 
enable  the  railroad  managements  to  take  a  long  step  towards  developing 
a  quick  service  that  will  greatly  aid  the  less  carlot  shippers. 

The  development  of  the  motor  truck  service  holds  out  to  shippers 
much  encouragement.  Two  important  things  connected  with  motor 
truck  transportation,  however,  must  be  realized  before  this  service 
can  be  fully  developed.  The  foremost  is  the  improvement  of  high- 
ways. There  must  be  better  roads  for  these  vehicles.  Then  there 
must  be  proper  protection  to'  the  shipper  against  the  possibility  of 
loss  and  damage  to  goods  in  transit.  The  Southern  Wholesale  Grocers 
Association  at  their  last  annual  meeting  approved  of  the  motor  truck 
as  a  means  of  transportation  for  less  car-load  merchandise  package 
freight  and  there  is  a  great  movement  on  foot  in  all  parts  of  the 
country  to  bring  to  the  relief  of  the  shipper  in  competition  with  express 
service  this  useful  method  of  transportation.  This  is  an  idea  worthy 
of  the  attention  of  shippers.  At  present  motor  truck  transportation  is 
not  always  dependable  or  reliable. 

COMPANY'S  CONTRACT  WITH  RAILROADS. 

As  stated  above,  the  railroads  have  asked  the  Interstate  Commerce 
Commission  to  approve  the  contract  proposed  to  be  entered  into  be- 
tween the  railroads  and  the  Express  Company  for  the  conduct  of  the 
express  business,  which  it  is  claimed  by  the  railroads  to  be  necessary 
upon  the  ground  that  the  contract  is  in  effect  a  pooling  arrangement. 
This  proposed  new  contract  completely  changes  the  relation  of  the  rail 
carriers  to  the  express  business.  Under  the  proposed  contract  the 
expense  of  conducting  the  express  business  is  first  to  be  paid  from  the 
receipts,  and  2^  per  cent,  of  the  balance  is  to  be  paid  to  the  Express 
Company.  When  the  2y2  per  cent,  shall  produce  an  amount  in  excess 
of  6  per  cent,  of  the  value  of  all  the  property  of  the  Express  Company, 
the  excess  above  6  per  cent,  shall  be  divided  between  rail  carriers  and 
the  Express  Company,  one-half  to  each.  When  the  amount  thus  paid 
to  the  Express  Company  shall  be  10  per  cent,  of  the  value  of  all  the 
property  of  the  Express  Company,  the  excess  above  that  amount  shall 
be  divided  one-fourth  to  the  Express  Company  and  three-fourths  to 
the  carriers.  One  serious  objection  heretofore  to  the  contracts  between 
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express  companies  and  the  railroad  was  that  under  them  the  railroad 
company  received  more  revenue  when  packages  were  shipped  by  the 
first-class  express  rate  than  when  shipped  by  the  first-class  freight 
rate.  It  is  difficult  to  see  just  how  this  objection  will  be  removed 
by  the  proposed  new  contract. 

RELIEF  FOR  COMPANY  POINTED  OUT. 

As  to  the  inadequate  income  of  express  companies  in  the  past  few 
years  there  have  been  certain  difficulties  which  seem  insurmountable. 
The  motor  truck  and  parcel  post,  which  have  drawn  largely  from  their 
revenues,  are  here  to  stay.  The  express  companies  cannot  operate 
under  very  renumerative  rates  owing  to  the  necessity  of  having  rates 
which  must  compete  with  these.  But  there  is  one  thing  that  can  be 
done  to  afford  material  relief  and  that  is  the  reduction  in  amount  of 
loss  and  damage  claims.  During  the  war  period  the  great  increase 
in  these  claims  was  caused  by  the  labor  situation,  so  many  inexperi- 
enced employees  being  in  the  service  and  by  the  insufficiency  of  cars 
and  lack  of  adaptability  to  the  express  business  in  many  cases.  Now 
that  nearly  normal  conditions  are  restored  experienced  labor  can  be 
more  easily  held  in  the  express  service  and  better  cars  secured.  Chair- 
man Clark,  in  the  I.  C.  C.  order  granting  the  last  advance  in  rates, 
says :  "  There  is,  or  ought  to  be,  a  fair  opportunity  for  a  material 
abatement  of  the  loss  and  damage  account  and  corresponding  aug- 
mentation of  revenues,  and  there  is  a  reasonable  right  of  shippers  to 
expect  such  a  result,  with  gradually  improving  conditions  as  the  dis- 
organizing period  of  the  war  recedes.  With  the  increases  in  wages 
there  should  follow  an  enhancement  of  the  morale  of  respondent'? 
working  forces  that  ought  in  all  reason  to  manifest  itself  in  a  more 
zealous  care  of  the  property  of  patrons  of  the  service  in  transit  and 
at  terminals.  No  less  certainly,  with  the  very  substantial  increases 
in  express  rates,  shippers  have  a  right  to  demand  an  improved  and 
steadily  improving  service ;  and  the  obligation  on  respondent's  part 
will  not  be  discharged  by  mere  compensation  for  loss  or  damage,  but 
primarily  by  prompt  and  otherwise  satisfactory  deliveries.  On  our 
part,  while  at  all  times  ready  to  accord  to  a  common  carrier  that  relief 
to  which  it  may  be  justly  entitled,  we  shall  not  view  with  complacency 
anything  other  than  a  painstaking  and  unremitting  effort  to  reduce  the 
item  of  loss  and  damage  to  the  lowest  possible  figure." 

The  shippers  and  the  State  Commissions  will  await  with  bated 
breath  the  decisions  of  the  Interstate  Commerce  Commission  on  the 
important  matters  now  pending  before  it  affecting  the  express  business 
and,  in  the  meantime,  definite  recommendations  by  this  committee 
wrould  be  "  putting  in  above  the  ford." 

GEORGE  P.  PELL,  Chairman. 

T.  D.  PRICE, 

SAMUEL  M.  CLEMENT,  JR., 

T.  G.  SCRUGHAM, 

SHERMAN  T.  HANDY, 

HENRY  G.  WELLS, 

H.  D   LOVELAND. 
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President  SHAW — You  have  heard  the  report  of  Mr.  Pell.  What 
will  you  do  with  it? 

Mr.  PELL — I  move  that  the  report  be  received  and  printed. 

The  motion  was  seconded  and  agreed  to. 

Mr.  H.  G.  TAYLOR,  of  Nebraska — Mr.  President,  may  I  inquire  as 
to  whether  or  not  there  are  yet  important  matters  for  consideration  by 
the  Association? 

President  SHAW — The  Committees  which  have  not  yet  reported  are 
Railroad  Service,  Accommodations  and  Claims,  of  which  the  Chairman 
is  Mr.  ClenDening,  of  Ohio;  Service  of  Public  Utility  Companies,  of 
which  Mr.  Dupuis,  of  North  Dakota,  is  Chairman ;  Public  Utility  Rates, 
of  which  Mr.  Allen,  of  Wisconsin,  is  Chairman.  That  report  has  been 
filed,  but  not  read ;  Car  Service  and  Demurrage,  of  which  Mr.  Kuyken- 
dall,  of  Washington,  is  Chairman.  I  do  not  know  whether  there  is  a 
report  from  that  committee  or  not ;  and  the  Committee  on  Grade  Cross- 
ings and  Trespassing  on  Railroads,  of  which  Mr.  William  M.  Smith, 
of  Michigan,  is  Chairman. 

Mr.  SMITH,  of  Michigan — May  I  file  that  report  and  move  that  it 
be  received  and  printed? 

The  motion  was  seconded  and  agreed  to. 

President  SHAW — Then  there  is  the  report  of  the  Committee  on 
Capitalization  and  Intercorporate  Relations,  and  the  report  of  the 
Committee  on  Publication  of  the  Commission's  Decisions.  Then  there 
are  the  resolutions  offered  by  Commissioner  Smith  for  the  Executive 
Committee.  I  do  not  know  whether  there  are  any  other  matters  or  not. 

Mr.  TAYLOR,  of  Nebraska — I  have  a  little  matter  which  I  neglected 
to  offer  in  connection  with  the  valuation  report,  I  would  suggest  that 
it  might  be  advisable  to  adjourn  until  2  o'clock. 

President  SHAW — I  think  probably  it  would  be.  I  think  there  are 
quite  a  few  members  listening  to  the  argument  in  the  passenger  fares 
case,  which  is  being  heard  before  the  Interstate  Commerce  Commission 
in  an  adjoining  room,  and  that  being  true,  I  hesitate  to  close  the  Con- 
vention without  giving  everybody  a  full  opportunity  to  be  here. 

Mr.  TAYLOR,  of  Nebraska — I  move  that  we  take  a  recess  until  2 
o'clock. 

The  motion  was  agreed  to. 

Accordingly,  at  12.10  p.  m.,  the  Convention  took  a  recess  until 
2  p.  m. 


FOURTH    DAY. 
Afternoon  Session. 

'       November  12,  1920. 

President  SHAW — The  next  Committee  is  that  on  Railroad  Service, 
Accommodations  and  Claims,  the  Chairman  being  Mr.  ClenDening, 
of  Ohio. 

Secretary  WALKER — No  report  received. 

President  SHAW — Mr.  ClenDening  advises  me  verbally  that  he  has 
had  correspondence  with  the  members  of  his  Committee  and,  by  reason 
of  the  passage  of  the  recent  transportation  act  and  the  uncertainty  as 
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to  jurisdiction,  they  thought  it  would  be  of  no  purpose  to  prepare  a 
report  until  such  time  as  the  jurisdiction  of  the  State  Commissions  had 
been  more  definitely  determined. 

The  next  committee  is  on  Service  of  Public  Utility  Companies,  of 
which  Mr.  C.  F.  Dupuis,  of  North  Dakota,  is  Chairman. 

Secretary  WALKER — No  report. 

President  SHAW — The  next  is  Public  Utility  Rates,  John  S.  Allen,  of 
Wisconsin,  Chairman. 

Mr.  A.  L.  FREEHAFER,  of  Idaho — Mr.  President,  a  short  report  has 
been  handed  to  me  and  I  believe  I  am  the  ranking  member  of  the  com- 
mittee present. 

President  SHAW — Yes,  you  are. 

Mr.  FREEHAFER — Possibly  you  will  not  care  to  have  the  report  read, 
although  there  are  only  two  sheets  of  it.  As  a  member  of  the  Com- 
mittee I  am  sorry  that  this  matter  could  not  have  had  the  considera- 
tion of  the  Convention  at  this  time,  but  I  heard  from  the  chairman  of 
the  committee  less  than  a  week  before  I  started  from  home,  asking  for 
suggestions,  and  it  was  too  late  to  formulate  a  report  at  the  time.  I 
will  hand  in  the  report  and  move  that  it  be  received  and  printed. 

The  report  is  as  follows : 

REPORT  OF  THE  COMMITTEE  ON   PUBLIC  UTILITY 

RATES. 

After  a  careful  review  of  the  subject  of  Public  Utility  Rates,  having 
especially  in  mind  the  viewpoint  of  this  Convention  in  its  appointment 
and  maintenance  of  a  standing  committee,  we  are  of  the  opinion  that  a 
brief  discussion  will  be  of  value  at  this  time. 

The  various  kinds  of  rate  in  general  use,  the  rate  of  return,  and  many 
other  phases  of  the  question  have  been  very  thoroughly  discussed  in 
former  reports. 

One  of  the  outstanding  features  of  the  present  situation  consists  in 
the  increased  return  which  has  been  so  generally  recognized  by  com- 
missions during  the  present  period  of  increased  costs  of  material  and 
labor.  It  has  been  argued  frequently  before  many  of  the  commissions 
represented  here  that  the  utility  companies  should  be  authorized  a 
larger  return  on  capital  already  invested,  the  financing  of  which  had 
been  done  at  rates  much  lower  than  those  prevailing  at  present  and  for 
long  terms  of  years.  We  are  of  the  opinion  that  it  is  the  general  ten- 
dency to  make  liberal  allowances  for  the  actual  increase  in  the  cost  of 
money,  but  to  refrain  from  giving  a  larger  return  unless  a  real  necessity 
for  it  can  be  shown.  The  cost  of  money  is  just  as  definite  as  the  cost 
of  various  kinds  of  merchandise  used,  or  as  the  cost  of  labor.  Regu- 
lating commissions  under  the  same  obligation  to  make  suitable  allow- 
ances for  increased  cost  of  money  as  for  increased  cost  of  coal,  wire, 
rails  or  labor. 

A  few  years  ago  public  utility  operators,  regulating  commissions  and 
others  spent  a  great  deal  of  time  discussing  the  various  forms  of  utility 
rates,  with  a  view  toward  finding  that  one  which  should  most  nearly 
serve  the  purpose  of  making  the  charges  to  the  customer  fair,  both  to 
him  and  to  the  utility.  In  recent  years  this  subject  has  had  much  less 
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attention,  and  the  question  of  the  amount  of  the  return  has  become 
of  far  greater  importance.  Formerly  many  individuals  and  some 
commissions  were  of  the  opinion  that  a  certain  kind  of  a  rate  should 
be  used  and  felt  that  much  would  be  gained  by  establishing  standard 
forms  of  rates.  It  seems  to  be  clear  that  in  many  cases  the  virtues  of 
these  various  kinds  of  rates  have  not  been  borne  out  in  practice.  There 
can  be  little  doubt  but  that  those  who  were  formerly  the  most  ardent 
advocates  of  a  particular  rate  have  become  much  more  tolerant  and 
are  now  willing  to  concede  that  no  one  has  yet  proposed  a  form  of 
rate  which  is  entitled  to  universal  acceptance. 

One  of  the  outstanding  features  of  the  present  day,  so  far  as  utility 
rate  making  is  concerned,  consists  in  the  fact  that  there  has  been  a 
very  general  and  rather  uniform  reduction  in  the  B.  t.  u.  standard  re- 
quired by  artificial  gas  utilities.  The  effect  which  this  will  have  upon 
the  quality  of  the  service  and  upon  the  cost  of  manufacture  is  as  yet 
so  problematical  that  no  general  statement  can  be  made. 

At  least  one  member  of  your  committee  is  of  the  opinion  that  the 
subject  of  Public  Utility  Rates  does  not  now  merit  a  standing  committee 
of  your  Association  and  that  the  subject  is  not  of  sufficient  importance 
to  warrant  a  continuation  of  this  committee.  A  few  years  ago  this 
subject  was  one  of  general  discussion  at  all  meetings  of  this  kind,  but 
the  economic  conditions  have  changed  so  materially  that  perhaps  it 
would  be  to  the  interest  of  this  Association  that  the  work  of  this  com- 
mittee should  be  suspended  for  a  time. 

This  paper  is  submitted  without  the  approval  of  members  of  the 
Committee  other  than  the  chairman,  but  copies  have  been  put  in  their 
hands  for  the  purpose  of  giving  each  of  them  an  opportunity  to  dis- 
cuss the  subject  on  the  convention  floor,  should  they  care  to  do  so. 

November  4,  1920. 

JOHN  S.  ALLEN,  Wisconsin,  Chairman. 

The  motion  that  the  report  be  received  and  printed  was  seconded 
and  agreed  to. 

Secretary  WALKER — May  I  ask  if  all  the  names  of  the  committee 
should  be  signed  to  this  report  ? 

Mr.  FREEH AFER — I  am  not  informed  as  to  whether  they  have  agreed 
to  the  report.  It  is  signed  by  the  Chairman. 

President  SHAW — The  next  report  is  that  of  the  Committee  on  Car 
Service  and  Demurrage. 

Secretary  WALKER — No  report. 

Mr.  T.  A.  BROWNE  of  Nebraska — As  a  member  of  that  Committee 
I  suggest  that  a  very  vigorous  oral  report  was  made  by  the  entire 
convention  yesterday. 

President  SHAW — Do  you  substitute  that  as  the  report  of  the  Com- 
mittee on  Car  Service  and  Demurrage  ? 

Mr.  BROWNE — I  think  so. 

President  SHAW — Next  is  the  Committee  on  Grade  Crossings  and 
Trespassing  on  Railroads. 

Secretary  WALKER — Mr.  Smith  of  Michigan  presented  that  report 
just  before  the  noon  adjournment  and  asked  that  it  be  .filed.  I  have 
copies  of  it  here. 
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President  SHAW — If  there  is  no  objection  the  record  will  show  that 
Mr.  William  M.  Smith,  of  Michigan,  Chairman  of  the  Committee  on 
Grade  Crossings  and  Trespassing  on  Railroads,  presented  the  report, 
which  will  be  received  and  printed. 

The  report  is  as  follows: 

REPORT   OF   COMMITTEE   ON    GRADE   CROSSINGS   AND 

TRESPASSING  ON  RAILROADS. 

To  the  National  Association  of  Railway  and  Public  Utilities  Com- 
missions : 

At  the  annual  meeting  of  this  Association  held  in  this  city  irt 
November,  1916,  the  Committee  on  Grade  Crossings  and  Trespassing 
on  Railroads  made  a  report  upon  which  they  had  spent  a  great  deal 
of  time.  That  report  is  contained  in  the  proceedings  of  this  Associa- 
tion covering  the  November,  1916,  meeting,  at  pages  34  to  54,  in- 
clusive. The  Association  at  that  time  adopted  a  resolution  which 
reads  as  follows : 

"  Resolved,  That  the  National  Association  of  Railway  Com- 
missioners approve  the  seven  recommendations  for  the  protection 
of  grade  crossings  made  in  the  report  of  the  Committee  on  Grade 
Crossings  and  Trespassing  on  Railroads,  just  submitted,  and 
recommend  to  the  several  State  Commissions  the  submission  to 
the  respective  Legislatures  for  passage  of  a  bill  or  bills  for  such 
enactments  as  may  be  necessary  to  put  said  Committee's  recom- 
mendations into  effect,  to  the  end  that,  pending  the  separation 
of  grades,  which  we  regard  as  the  final  objective,  uniform  and 
effective  protection  may  be  provided  at  grade  crossings  in  the 
several  States." 

Probably  no  person  will  disagree  with  the  proposition  that  the 
greatest  degree  of  safety  is  attained  by  the  separation  of  the  grades 
of  railways  and  of  other  railways  and  streets.  Probably  everybody 
will  also  agree  that  the  proposition  to  separate  all  grades  would  be  a 
Utopian  dream.  To  eliminate  all  grade  crossings  in  the  United  States 
would  probably  cost  as  much  as  all  the  railroads  in  the  United  States 
have  cost.  This  Association,  however,  has  repeatedly  gone  on  record 
as  favoring  the  elimination  of  the  more  dangerous  grade  crossings  by 
the  separation  of  grades.  Conditions  in  the  different  States  are  so 
different,  however,  that  a  uniform  law  providing  for  the  separation  of 
street  and  railway  grades  would  probably  be  impracticable  and  im- 
possible of  enactment  among  the  various  States.  Many  States  now 
have  no  grade  separation  laws  at  all.  This  Committee  recommends 
the  enactment  of  laws  in  all  States  providing  for  the  separation  of 
grades  at  particularly  dangerous  railroad  crossings,  and  that  the 
question  as  to  when  such  grades  should  be  so  separated  should  be 
passed  upon  by  the  Railway  Commissions  and  Public  Service  Com- 
missions of  the  various  States. 

This  Association  at  its  1916  meeting  above  mentioned  approved 
recommendations  of  its  Committee  as  follows : 

1.  "  That  every  grade  crossing  should  be  protected  by  an 
approach  warning  sign  to  be  placed  in  the  highway  at  a  distance 
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not  less  than  300  feet  on  each  side  of  the  railroad  tracks,  the  sign 
to  be  a  circular  disc  not  less  than  24  inches  in  diameter  painted 
white  with  a  black  border  and  black  cross  lines  with  the  letters 
"  R.  R."  Where  deemed  necessary  this  approach  warning  sign 
to  be  properly  lighted  at  night." 

2.  "  That  the  railroad  companies  maintain,  within  the  limits 
of  their  rights  of  way,  proper  cautionary  signs  such  as  are  now  in 
use  or  authorized  by  law,  and  where  deemed  necessary  such  sign 
shall  be  equipped  with  a  red  light  at  night." 

3.  "  That  all  lights  displayed  at  night  towards  the  highway  at 
grade  crossings  shall  be  red." 

4.  '  That  all  crossing  flagmen  use  during  the  day  a  uniform 
disc  16  inches  in  diameter  painted  white  with  a  black  border  and 
the  word  '  Stop  '  painted  thereon  in  black  letters  about  5  inches 
high,  instead  of  the  vari-colored  flags  which  are  now  being  used." 

5.  "  The  uniform  painting  of  all  crossing  gates  with  alternate 
diagonal  stripes  of  black  and  white." 

6.  "  That  the  railroad  companies,  wherever  practicable,  be  re- 
quired  to   maintain   their   property  at   grade   crossings    free   of 
obstructions  to  vision ;  also  that  the  highway  approaches  to  cross- 
ings shall  be  so  graded  that  the  free  passage  of  vehicles  shall  not 
be  impeded." 

7.  "  That  the  National  Association  of  Railway  Commissioners, 
the  American  Railway  Association,  and  the  American  Automobile 
Association,  consider  the  advisability  of  agreeing  upon  whatever 
legislation  may  be  necessary  in  the  several  States  to  make  thor- 
oughly effective  the  protection  of  grade  crossings ;  and  that  it  is 
our  opinion  that  a  uniform  law  requiring  vehicles  approaching 
such  a  crossing  to  reduce  speed  to  a  safe  limit  at  the  warning 
approach  sign  is  advisable." 

In  1917  your  Committee  on  Grade  Crossings  and  Trespassing  on 
Railroads  made  a  very  complete  report.  That  report  and  the  discus- 
sion concerning  it  are  found  on  pages  149  to  216,  inclusive,  of  the 
proceedings  of  this  Association  for  that  year.  Said  report  also  showed 
that  while  a  few  of  the  States  had  taken  certain  action  looking  toward 
the  putting  into  effect  of  the  seven  above  mentioned  recommendations 
yet  very  little  had  been  done. 

Your  Committee  did  not  think  it  advisable  to  make  a  canvass  of 
all  of  the  States  at  this  time  in  order  to  find  just  what  progress  had 
been  made  since  that  time.  We  all  understand  that  in  1917  our  nation 
was  plunged  into  the  great  World  War  and  that  the  burden  upon 
the  railroads  of  the  United  States  has  since  that  time  been  tremendous, 
and  that  it  has  been  the  policy  of  all  of  the  States  to  make  their 
demands  upon  the  railroads  just  as  light  as  possible. 

Now  that  the  railroads  of  the  United  States  have  been  turned  back 
to  their  owners  and  have  been  given  by  the  Interstate  Commerce  Com- 
mission and  by  the  various  State  Railroad  and  Public  Utility  Commis- 
sions rates  both  passenger  and  freight  sufficient  to  enable  them  to 
properlv  function,  the  time  has,  in  our  judgment,  arrived  when  all  the 
State  Commissions  should  again  take  up  the  plan  approved  in  1916 
and  carry  it  into  execution  in  all  the  States. 
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We  would,  however,  in  this  connection  make  one  additional  recom- 
mendation, and  that  is — that  the  State  Commissions  secure  in  all  the 
States  the  passage  of  a  law  requiring  every  automobile  crossing  a 
railroad  crossing  which  is  not  protected  by  gates  or  a  flagman  to  come 
to  a  full  stop  before  crossing  the  railroad  track.  This  recommendation 
may  appear  like  going  a  good  "ways.  However,  a  number  of  States 
have  passed  laws  requiring  automobiles  to  slow  down  to  a  very  slow 
rate  of  speed  before  crossing  railroad  tracks,  and  we  understand  that 
the  States  of  Tennessee,  Washington  and  possibly  some  other  States 
have  passed  laws  requiring  the  drivers  of  automobiles  to  come  to  a 
full  stop  before  crossing  railroad  tracks1. 

One  of  the  courts  of  last  resort  used  in  a  recent  case  the  following 
language,  with  which  I  think  we  will  all  agree: 

"  He  could  and  should  have  made  sure  of  the  safety  of  pro- 
ceeding, by  looking  just  before  entering  upon  the  track,  and  at 
such  a  point  that  he  could  stop  his  machine  if  necessary  in  order 
to  avoid  a  collision.  This  rule  should  be  as  strictly  applied  to  an 
automobile  as  to  a  pedestrian,  and  the  reasons  for  its  application 
are  more  impelling.  Usually  the  careless  pedestrian  only  imperils 
his  own  safety. 

"  In  the  light  of  common  knowledge  courts  can  well  take  judicial 
notice  of  the  automobile,  not  only  as  a  most  useful  and  pleasing 
means  of  swiftly  transporting  persons  and  property  for  pleasure 
or  business,  when  properly  controlled  and  cautiously  driven,  but 
as  a  vehicle  in  its  possibilities  so  destructive  when  in  the  hands  of 
careless  and  reckless  drivers  as  to  spread  over  the  land  the  maimed 
and  dead  until  it  has  belittled  the  cruelties  of  the  car  of  Jugger- 
naut." 

At  the  present  time  automobiles  are  being  constantly  driven  through- 
out the  entire  United  States.  Great  good  will  come  from  uniform 
regulations  and  warnings,  but  all  the  regulations  and  warnings  in  the 
world  will  not  prevent  all  accidents.  If  all  drivers  of  automobiles 
are  required  to  bring  their  machines  to  a  full  stop  before  crossing 
unprotected  crossings,  thousands  of  lives  will,  in  our  judgment,  be 
saved  each  year. 

There  is  very  little  new  that  can  be  said  about  trespassing  on  rail- 
roads. The  reports  of  this  Association  have  shown  year  after  year 
that  4,000  to  5,000  persons  are  killed  and  another  4,000  or  5,000  per- 
sons injured  each  year  because  of  the  fact  that  they  were  trespassing 
upon  the  railway  tracks  of  railroad  companies.  It  may  sound  rather 
harsh  to  recommend  the  passage  of  laws  in  all  the  States  providing  a 
penalty  of  fine  and  imprisonment  upon  the  conviction  of  any  person 
of  trespassing  upon  railroad  tracks,  but  we  believe  it  to  be  the  con- 
sensus of  opinion  of  those  best  qualified  to  pass  upon  the  proposition 
that  no  other  remedy  is  available.  We  recommend  that  the  Commis- 
sions secure  the  passage  in  all  the  States  of  laws  making  it  a  mis- 
demeanor for  any  persons  to  trespass  upon  railway  tracks,  said  mis- 
demeanor to  be  punished  by  fine  or  imprisonment  or  both  in  the  dis- 
cretion of  the  court,  and  that  all  Commissions  undertake  a  campaign 
for  the  enforcement  of  such  laws  when  they  are  enacted. 
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We  recommend  also  that  the  Railroad  and  Public  Service  Commis- 
sions of  all  of  the  States  shall  within  15  days  of  the  adjournment  of 
this  meeting  send  to  the  Solicitor  of  this  Association  copies  of  the  laws 
of  their  States  upon  the  following  subjects: 

1.  The  separation  of  grades  of  railroads  and  streets, 

2.  All  laws  providing  for  the  protection  of  crossings  of  railways 

and  streets  at  grade, 

3.  All  laws  with  reference  to  trespassing  upon  railway  property. 

And  that  the  Solicitor  of  this  Association  shall  arrange  the  laws  so 
sent  in  a  systematic  way,  cause  the  same  to  be  properly  printed  in 
pamphlet,  and  25  copies  of  the  pamphlet  to  be  sent  to  each  Railroad 
and  Public  Service  or  Public  Utility  Commission  in  the  United  States. 

We  believe  that  Public  Service  Commissions  can  with  the  laws  of 
all  the  States  before  them  be  greatly  aided  in  working  out  laws  upon 
those  subjects  for  enactment  in  their  own  States. 

All  of  which  is  respectfully  submitted. 
WMS     HBB 

WILLIAM  M.  SMITH, 

Chairman. 

President  SHAW — The  next  Committee  is  that  on  Capitalization  and 
Intercorporate  Relations. 

Secretary  WALKER — No  report,  Mr.  President. 

President  SHAW — The  next  is  the  report  of  the  Committee  on  Pub- 
lication of  the  Commission's  Decisions. 

Secretary  WALKER — I  have  just  a  few  words,  to  say  on  that  report 
if  you  will  bear  with  me.  I  will  not  take  the  time  of  the  Convention 
to  read  this  report,  but  I  will  try  to  state  the  substance  of  it,  and  the 
only  really  important  thing  to  which  I  desire  to  call  your  attention. 

The  report  shows  that  the  management  and  publication  of  the  reports 
and  decisions  of  the  Commissions  has  changed  during  the  year.  In- 
stead of  being  printed  by  the  Lawyers'  Cooperative  Publishing  Com- 
pany of  Rochester  it  has  been  taken  over  by  Public  Utilities  Reports 
Incorporated,  of  which  Mr.  A.  S.  Hills,  of  Washington,  is  manager. 
They  have  cut  out  all  commercial  profit  on  the  publication  of  the  re- 
ports and  are  producing  them  at  actual  cost.  Nevertheless  they  find 
that  they  are  still  not  getting  revenue  enough  from  the  sale  of  the 
reports  to  pay  the  cost  of  publication.  They  have  effected  several 
economies  during  the  year,  and  they  wish  the  permission  of  the  Asso- 
ciation toi  omit  from  the  annual  volume  what  is  known  as  the  appendix 
material,  which  consists  of  digests  of  the  less  important  decisions  of 
the  State  Commissions.  The  publishers  tell  me  that  that  appendix 
occupies  about  600  pages  every  year,  and  they  think  it  could  just  as 
well  be  omitted,  because  not  all  decisions  of  all  Commissions  are 
reported  in  the  reports,  and  the  less  important  decisions  are  abstracted 
and  published  in  this  so-called  appendix.  So  if  the  Association  ap- 
proves I  will  notify  the  publishers  that  they  may  omit  the  appendix 
material  for  the  next  year.  If  any  Commissioner  does  not  approve 
of  that.  I  should  like  to  be  so  advised. 

I  will  say  in  conclusion  that  the  Committee  recommend— 
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President  SHAW — What  is  the  recommendation  of  your  report  on 
that  subject. 

Secretary  WALKER — On  that  subject  there  is  no  recommendation. 
We  put  that  up  to  the  Convention ;  but  the  recommendation  )s  that  the 
Association  instruct  the  new  committee  to  be  appointed  by  the  Presi- 
dent to  advise  the  publishers  whether  it  is  the  desire  of  the  State  Com- 
missioners or  the  majority  of  them  to  have  this  appendix  material 
printed  or  excluded. 

Secretary  WALKER — I  move  the  adoption  of  that  recommendation. 

The  motion  was  seconded. 

Mr.  TAYLOR,  of  Nebraska — I  do  not  quite  understand  the  nature  of 
the  material  that  is  now  included  in  this  appendix  which  it  is  desired 
to  omit. 

Secretary  WALKER — I  spoke  from  memory  only,  but  I  will  read  a 
brief  paragraph  from  the  report  (reading)  : 

''  The  appendix  material  consists  of  abstracts  of  the  less  im- 
portant cases  decided  by  the  State  Commissions.  Heretofore 
the  plan  of  the  publishers  has  been  to  cover  the  entire  field  by 
printing  more  important  cases  in  full  and  the  others  in  abstract 
form.  For  five  years  this  has  been  done,  every  decision  getting 
into  the  reports  in  some  shape.  Experience  showed  that  the  cases 
not  printable  in  full  length  were  divided  into  two  classes :  First, 
those  in  which  there  were  discussions  upon,  points  of  interest 
which  would  furnish  matter  suitable  for  annotation,  and  second, 
those  which  were  of  no  interest  to  anyone  outside  of  the  parties 
involved  in  the  litigation.  These  the  publishers  decided  not  to 
use  for  annotation  but  to  put  them  in  an  appendix.  In  one  volume 
'  D  '  of  1919,  50  pages  of  the  reports  are  taken  up  with  cases 
of  this  nature.  And  even  this  does  not  embody  a  complete  list 
of  all  cases  before  the  various  commissions.  Many  of  the  com- 
missions do  not  send  the  publishers  copies  of  decisions  which  they 
deem  of  no  importance  outside  of  their  own  jurisdictions.  There- 
fore the  appendix  material  represents  only  a  part  of  the  less  im- 
portant decisions  of  the  country." 

Does  that  answer  vour  question? 

Mr.  TAYLOR,  of  Nebraska — That  answers  the  question.  Of  course 
the  P.  U.  R.  reports  are  of  invaluable  assistance  to  all  commissioners, 
and  I  think  it  is  highly  desirable  that  we  encourage  by  every  means 
we  can  their  continued  publication.  The  only  thought  I  had  in  mind 
was  that  some  of  these  cases  included  in  the  appendix  might  be  valu- 
able;  but  if  it  aids  in  the  further  publication  of  the  reports,  I  think 
it  can  well  be  dispensed  with  in  the  interest  of  the  larger  purpose. 

Secretary  WALKER — I  think  Mr.  Spurr,  who  is  the  editor  of  the 
reports  and  has  been  from  the  beginning,  is  here.  He  might  say  a  few 
words. 

President  SHAW — I  think  the  Commission  will  be  glad  to  give  Mr. 
Spurr  the  privilege  of  the  floor  for  a  few  minutes. 

Mr.  HENRY  C.  SPURR — Mr.  President  and  Commissioners,  perhaps 
I  can  answer  the  cmestion  with  reference  to  the  appendix  material  a 
little  more  fully.  If  we  omit  the  appendix  material  we  still  intend  to 


PROCEEDINGS  OF  THE  THIRTY-SECOND  ANNUAL  CONVENTION         329 

use,  in  the  shape  of  quotations,  anything  that  would  be  useful  in  cases 
that  are  not  printed  in  full.  That  is,  if  there  is  any  discussion  in  any 
case  that  is  not  printed  in  full,  we  will  take  that  out  and  put  it  in  the 
annotation.  These  cases  in  the  appendix,  I  assume,  should  not  be  in 
any  report  at  all.  For  instance,  the  New  York  Commission  publishes 
reports  of  its  decisions  and  would  not  publish  such  cases.  For  ex- 
ample, we  have  a  case  say  in  which  telephone  rates  are  raised.  There 
is  absolutely  no  discussion  of  any  principle  whatsoever  in  that  case. 
Perhaps  it  is  a  mere  formal  order.  Heretofore  we  have  simply  said — 
giving  the  title  of  the  case — "  telephone  rates  raised."  Now  that  is 
merely  a  record.  It  would  not  be  of  any  use  to  anybody,  and  it  seemed 
to  us  that  it  was  so  useless  that  we  put  these  cases  in  an  appendix 
where  they  would  be  least  objectionable:  That  takes  up  on  an  average 
50  pages  of  the  volume,  and  if  we  used  all  of  that  material  from  all 
of  the  Commissions  it  would  take  at  least  two  volumes  additional. 
Now  it  was  my  suggestion  in  the  first  place  that  we  might  abstract  the 
less  important  cases,  and  that  suggestion  was  followed ;  but  we  found 
that  these  cases  to  which  I  refer  were  of  no  use  to  anybody  and  that 
they  merely  disfigured  the  report.  So  if  you  allow  us  to  omit  that 
material  you  will  still  have  the  entire  field  covered,  and  you  will  have 
more  space  to  enable  us  to  do  so.  I  think  it  would  be  of  great  ad- 
vantage to  the  reports  and  to  their  usefulness  to  allow  us  to  do  that. 

President  SHAW — Is  there  a  second  to  Mr.  Walker's  motion? 

Mr.  TAYLOR,  of  Nebraska — I  second  the  motion.  Tke  motion  was 
agreed  to. 

President  SHAW — All  in  favor  of  receiving  Mr.  Walker's  report 
and  adopting  the  recommendations  contained  therein  will  manifest  the 
same  by  saying  aye,  opposed  no. 

The  motion  was  unanimously  agreed  to. 

Secretary  Walker  then  filed  the  report  of  the  Committee  as  follows: 

REPORT  OF   COMMITTEE  ON   PUBLICATION   OF 
DECISIONS  AND  ORDERS  OF  STATE 

COMMISSIONS. 

To  the  National  Association  of  Railway  and  Utilities  Commissioners: 
Your  Committee  on  Publication  of  Decisions  and  Orders  of  State 
Commissions,  which  was  appointed  by  President  Shaw  soon  after  the 
adjournment  of  the  1919  convention,  begs  leave  to  report  that  it  has 
kept  constantly  in  touch  with  the  publishers  of  Public  Utilities  Reports, 
Annotated,  and  in  accordance  with  the  direction  of  the  National  Asso- 
ciation has  done  what  was  possible  to  promote  within  legitimate  lines 
the  circulation  of  that  publication.  The  resolution  of  the  Association, 
adopted  in  November,  1918,  provided  as  follows: 

NOW,  THEREFORE,  BE  IT  RESOLVED,  by  this  Asso- 
ciation that  the  Committee  on  Publication  of  Decisions  and  Orders 
of  State  Commissions  be  continued,  and  that  said  Committee  be 
authorized  and  empowered  to  take  up  with  each  Commission  the 
means  and  methods  of  carrying  out  the  above  recommendations 
in  their  respective  States,  and 
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BE  IT  FURTHER  RESOLVED,  that  said  Committee  on  Pub- 
lication of  Decisions  be  authorized  and  empowered  to  co-operate 
with  the  Publishers  and  the  Guarantors  in  such  way  and  to  such 
extent  as  may  be  proper  for  the  accomplishment  of  the  objects 
in  view. 

This  resolution  was  incorporated  in  the  report  of  the  Committee 
submitted  to  the  1919  convention,  which  ended  with  the  following 
recommendation : 

Your  Committee  recommends  that  the  Association  again  place 
on  record  its  appreciation  of  the  value  of  the  Reports  and  its 
purpose,  so  far  as  this  may  be  done  with  propriety,  to  co-operate 
with  and  support  the  publishers  in  continuing  the  publication. 

Shortly  after  the  1919  convention,  an  important  change  was  made 
in  the  method  of  publishing  Public  Utilities  Reports,  Annotated.  Up 
to  that  time  the  reports  had  been  published  by  the  Lawyers  Co-operative 
Publishing  Company  of  Rochester,  New  York,  under  an  agreement 
with  the  Guarantors  under  whose  patronage  and  encouragement  the 
publication  had  been  started  and  maintained.  At  a  meeting  in  De- 
cember, 1919,  the  Guarantors  decided  to  form  a  new  corporation  and 
take  over  the  work  of  publication  so  as  to  eliminate  all  commercial 
profit.  This  was  accomplished  in  the  organization  of  a  corporation 
entitled  "  Public  Utilities  Reports,  Incorporated,"  the  management  of 
which  was  vested  in  Mr.  A.  S.  Hills,  Secretary  of  the  Utilities  Pub- 
lication Committee,  of  Washington,  D.  C.,  who  as  a  representative 
of  the  Guarantors  had  done  effective  work  for  several  years  in  pro- 
moting the  success  of  the  project.  By  the  new  arrangement  the  edi- 
torial staff,  which  had  prepared  the  reports  for  publication,  was  taken 
over  by  the  new  corporation  which  opened  an  office  at  No.  20  Exchange 
Street,  Rochester,  New  York,  although  Mr.  Hills  continued  to  make 
his  office  in  the  Munsey  Building  in  Washington. 

This  change  in  the  method  of  publication  was  announced  to  all 
members  of  the  National  Association  in  a  circular  letter  dated  January 
20.  1920,  and  signed  by  the  Chairman  of  this  Committee.  A  copy 
of  this  letter  is  attached  hereto  as  Appendix  "  A."  The  new  arrange- 
ment seems  to  have  \vorked  satisfactorily  and  to  the  benefit  of  the 
reports.  The  high  character  of  the  work  has  been  maintained,  the 
appearance  of  the  publication  improved,  and  some  progress  has  been 
made  in  cutting  down  the  deficit  caused  by  the  failure  of  receipts  to 
equal  the  cost  of  the  work.  To  these  results  the  cordial  co-operation 
given  by  the  State  Commissions,  and  the  work  of  the  Association 
through  your  Committee  have  undoubtedly  contributed. 

As  stated  in  the  report  of  the  Committee  for  1919,  the  Association 
had  already  done  about  as  much  as  it  could  do  in  the  way  of  interesting 
the  several  State  Commissions  in  the  wrork.  This  Committee  has  felt 
from  the  time  of  its  appointment  that  the  State  Commissions  had  been 
already  perhaps  overburdened  with  requests  for  subscriptions  to  the 
reports.  Barring  one  general  letter  calling  renewed  attention  to  the 
subject,  it  therefore  refrained  from  further  solicitation  of  Commissions 
for  subscriptions,  and  devoted  its  energies  toward  other  means  of 
promoting  the  circulation  of  the  reports.  Early  in  the  year  it  conferred 
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with  Mr.  Hills,  Manager  of  Public  Utilities  Reports,  Incorporated, 
and  discussed  with  him  the  best  methods  for  increasing  the  subscrip- 
tion list.  Mr.  Hills  proposed  the  inauguration  of  an  advertising  sup- 
plement to  the  advance  sheets  of  the  reports.  Your  Committee,  after 
careful  consideration,  could  see  no  objection  to  such  a  departure 
unless  the  nature  of  the  advertisements  would  be  objectionable,  and 
Mr.  Hills  promised  to  admit  only  such  advertisements  as  would  be 
beyond  criticism.  Accordingly,  the  advertising  supplement  was  started, 
the  first  advertisement  appearing  in  the  advance  sheet  of  April  29,  1920. 
Since  that  time  the  supplement  has  been  built  up  so  that  it  now  contains 
nine  pages.  While  the  revenue  from  this  source  is  not  large,  it  has 
materially  aided  the  new  company,  and  has  had  a  marked  effect  in 
decreasing  the  deficit.  These  advertisements,  of  course,  are  confined 
to  the  advance  sheets,  which  are  circulated  between  paper  covers,  and 
they  do  not  appear  in  the  bound  volumes  of  the  reports  proper. 

As  another  means  of  promoting  the  circulation  of  the  reports,  the 
Committee  decided  to  circularize  the  judges  of  the  Supreme  Courts  in 
each  state,  with  the  view  of  calling  their  attention  to  the  existence  of 
such  a  publication,  and  suggesting  the  placing  of  the  reports  in  the 
various  court  libraries.  A  letter  for  this  purpose  was  prepared  and 
approved  by  each  member  of  your  Committee.  It  was  sent  out  October 
1,  1920,  an  original  letter  being  written  to  each  judge  and  signed  by  the 
Chairman  of  your  Committee  on  Publication  of  Decisions  and  Orders 
of  State  Commissions.  This  letter  went  to  more  than  three  hundred 
judges  in  every  State  of  the  Union,  and  your  Committee  has  received 
several  inquiries  from  the  recipients  indicating  interest  in  the  publi- 
cation. These  inquiries  have  been  turned  over  to  Public  Utilites 
Reports,  Incorporated,  and  we  are  advised  by  Mr.  Hills  that  the  letters 
undoubtedly  will  result  in  several  new  subscriptions.  A  copy  of  this 
letter  is  attached  to  this  report  and  marked  Appendix  "  B." 

While  satisfactory  progress  has  been  made  this  year  in  the  effort  to 
place  the  publication  on  a  self-sustaining  basis,  there  is  still  consider- 
able to  be 'done  to  effect  the  desired  result.  Last  year  it  was  estimated 
that  it  would  be  necessary  to  add  at  least  1,000  subscriptions  to  the 
list,  in  order  to  bring  in  revenue  sufficient  to  defray  the  expenses  of 
publication.  Owing  to  the  economies  made  possible  by  the  organization 
and  work  of  the  new  corporation,  as  well  as  to  the  additional  subscrip- 
tions obtained  through  efforts  of  the  State  Commissions,  and  the  extra 
revenue  provided  by  the  advertising  supplement  to  the  advance  sheets, 
the  publishers  now  estimate  that  800  new  subscriptions  will  be  sufficient 
to  make  the  receipts  approximately  equal  to  the  expenditure.  It  is 
expected  that  the  new  orders  coming  from  the  judges  and  court 
libraries  of  the  several  states  will  produce  enough  new  subscriptions 
to  lower  this  figure  materially. 

The  new  company,  after  careful  consideration,  decided  not  to  in- 
crease the  price  of  the  publication.  This  price  is  $32.50  a  year  for  the 
five  volumes  and  the  advance  sheets.  Considering -the  increased  cost  of 
paper,  printing,  etc.,  the  effort  of  the  new  company  to  prevent  an 
additional  charge  to  the  subscribers  is  commendable. 

The  loss  of  subscriptions  during  the  year  was  larger  than  usual 
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because  of  the  fact  that  five-year  contracts  placed  in  1915  expired. 
Many  of  these  it  was  impossible  to  renew.  Altogether  the  publishers 
received  309  cancellations  before  the  subscription  campaign  for  1920 
had  been  started.  It  was  apparent  that  the  failure  to  replace  these 
cancellations,  and  to  obtain  1,000  new  subscriptions  in  addition  would 
make  the  operating  deficit  very  much  larger  than  usual,  unless  addi- 
tional revenue  could  be  obtained.  It  was  largely  for  this  reason  that 
the  project  of  establishing  the  advertising  supplement  was  conceived. 
We  are  informed  by  the  publishers  that  125  new  subscriptions  have 
been  added.  \Yhile  there  may  be  some  increase  in  manufacturing  costs 
during  the  coming  year,  owing  to  abnormal  conditions  in  the  printing 
trade  and  in  the  paper  market,  it  is  the  belief  of  the  publishers  that 
the  cost  peak  has  been  nearly  reached.  If  this  proves  to  be  true,  the 
estimate  of  800  additional  subscriptions  for  the  present  year  will  prove 
satisfactory.  In  other  words,  if  800  more  subscribers  can  be  obtained 
during  the  next  year,  and  the  present  subscription  list  retained,  another 
twelve  months  will  see  the  publication  upon  a  self-supporting  basis. 

It  is  apparent  therefore  that  there  is  still  work  to  be  done  to  accom- 
plish the  desired  end.  Your  Committee  learns  that  about  70  sets  of 
the  reports  are  still  being  supplied  free  to  the  State  Commissions  in 
general.  Two  years  ago  when  the  publishers  requested  relief  from 
the  obligation  of  furnishing  reports  to  the  Commissions  gratuitously, 
the  National  Association  approved  the  recommendation  of  the  Com- 
mittee that  such  gratuitous  distribution  be  discontinued  and  that  each 
Commission  subscribe  for  one  or  more  sets  of  the  reports.  While  a 
great  many  of  the  Commissions  have  placed  subscriptions,  others  have 
not,  and  it  is  recommended  that  wherever  possible  each  Commission 
arrange  to  pay  for  the  sets  it  is  receiving.  Doubtless  there  are  good 
reasons,  perhaps  the  lack  of  funds,  which  prevent  such  Commissions 
from  taking  paid  subscriptions,  but  whatever  the  cause,  your  Com- 
mittee recommends  the  wiping  out  of  this  free  list  altogether  and  the 
substitution  of  an  equal  number  of  paid  subscriptions,  if  that  is  pos- 
sible. 

As  a  means  of  reducing  the  cost  of  producing  the  reports  and  main- 
taining the  present  number  of  volumes  without  undue  enlargement,  the 
publishers  have  suggested  the  elimination  of  the  so-called  appendix 
material  heretofore  embodied  in  each  volume.  During  the  latter  part 
of  the  present  year  the  publishers  have  omitted  this  appendix  material, 
and  your  Committee  has  not  heard  any  objections  thereto.  The  per- 
manent omission  of  this  material,  however,  presents  a  subject  for  con- 
sideration by  the  Association,  and  your  Committee,  while  favorably 
inclined  to  the  publishers'  viewpoint,  does  not  wish  to  recommend  its 
permanent  omission,  without  an  expression  of  opinion  from  the  dele- 
gates to  this  Convention. 

The  appendix  material  consists  of  abstracts  of  the  less  important 
cases  decided  by  the  State  Commissions.  Heretofore  the  plan  of  the 
publishers  has  been  to  cover  the  entire  field  by  printing  more  important 
cases  in  full  and  the  others  in  abstract  form.  For  five  years  this  has 
been  done,  every  decision  getting  into  the  reports  in  some  shape.  Ex- 
perience showed  that  the  cases  not  printable  in  full  length  were  divided 
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into  two  classes:  First,  those  in  which  there  were  discussions  upon 
points  of  interest  which  would  furnish  matter  suitable  for  annotation, 
and  second,  those  which  were  of  no  interest  to  anyone  outside  of  the 
parties  involved  in  the  litigation.  These  the  publishers  decided  not 
to  use  for  annotation  but  to  put  them  in  an  appendix.  In  one  volume, 
"  D,"  of  1919,  50  pages  of  the  reports  are  taken  up  with  cases  of  this 
nature.  And  even  this  does  not  embody  a  complete  list  of  all  cases 
before  the  various  Commissions.  Many  of  the  Commissions  do  not 
send  the  publishers  copies  of  decisions  which  they  deem  of  no  impor- 
tance outside  of  their  own  jurisdictions.  Therefore  the  appendix  ma- 
terial represents  only  a  part  of  the  less  important  decisions  of  the 
country. 

There  seems  to  be  force  to  the  argument  of  the  publishers  that  either 
all  the  less  important  decisions  of  Commissions  should  be  covered  in 
this  way  or  that  the  whole  be  done  away  with.  They  do  not  wish  to 
enlarge  the  size  or  the  number  of  volumes  and  by  omitting  the  appen- 
dix material  they  will  be  enabled  to  keep  to  the  present  standard  in 
both.  While  the  omission  of  the  appendix  material  would  effect  a 
small  saving,  the  publishers  wish  it  to  be  understood  that  it  would  not 
be  enough  to  warrant  the  exclusion  of  such  material  if  it  were  of  any 
use  to  the  State  Commissions  or  the  public. 

Your  Committee  recommends,  therefore,  that  the  Association  in- 
struct it,  or  instruct  the  new  Committee  to  be  appointed  by  the  next 
President  of  the  Association,  to  advise  the  publishers  whether  it  is  the 
desire  of  the  State  Commissions  or  a  majority  of  them  to  have  this 
appendix  material  continued  or  excluded.  In  order  to  give  the  Asso- 
ciation the  views  of  the  publishers  on  this  matter,  a  letter  on  the  sub- 
ject written  by  the  editor,  H.  C.  Spurr,  to  the  Chairman  of  your 
Committee,  is  attached  hereto  as  Appendix  "  C." 

Inasmuch  as  there  may  be  further  work  in  the  direction  of  promoting 
the  circulation  of  Public  Utilities  Reports,  Annotated,  which  may 
properly  be  done  by  this  Association,  or  its  representatives,  your  Com- 
mittee respectfully  recommends  that  the  Committee  on  Publication  of 
Decisions  and  Orders  of  State  Commissions  be  continued  and  vested 
with  the  same  powers  heretofore  exercised  by  it  under  various  resolu- 
tions adopted  by  the  National  Association. 

Respectfully  submitted, 

JAMES  B.  WALKER,  Chairman. 
JOHN  R.  BARHITE.  , 

JOHN  W.  REED. 
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APPENDIX  A 
LETTER  TO  STATE  COMMISSIONS 

NATIONAL   ASSOCIATION    OF   RAILWAY   AND   UTILITES 
COMMISSIONERS. 

COMMITTEE   ON    PUBLICATION   OF  DECISIONS   AND  ORDERS   OF   STATE   COMMISSIONS 

49  Lafayette  Street, 
New  York  City. 

January  20,  1920. 

To  the  Chairman  of  the  Commission: 
Dear  Sir 

The  Committee  on  Publication  of  Decisions  and  Orders  of  State  Commis- 
sions is  gratified  to  be  able  to  inform  you  that  the  publication  of  Public  Utilities 
Reports,  Annotated,  will  be  continued.  The  guarantors  through  whose  under- 
writing the  publication  has  been  kept  going  for  the  last  five  years,  have  adopted 
a  new  plan  which  will  insure  the  continuation  of  this  valuable  publication. 

Under  the  new  plan  a  corporation  has  been  formed  under  the  laws  of  New 
York  State,  entitled,  "  Public  Utilities  Reports,  Incorporated."  The  manage- 
ment of  this  organization  has  been  entrusted  to  Mr.  A.  S.  Hills,  Secretary  of 
the  Utilities  Publication  Committee,  of  Washington,  D.  C.,  who  has  done  effective 
work  during  the  last  few  years  in  making  kncwn  the  value  of  Public  Utilities 
Reports,  Annotated,  and  in  assisting  this  committee  in  promoting  subscriptions. 
The  new  plan  also  eliminates  all  private  profit  from  the  publication  of  the  reports 
and  insures  their  production  at  the  lowest  possible  cost. 

The  new  corporation  takes  over  the  entire  work  from  the  Lawyers  Co-opera- 
tive Publishing  Company,  of  Rochester,  New  York,  which  has  heretofore  handled 
it.  The  publishers  were  unwilling  to  continue  the  publication  unless  they 
could  be  guaranteed  the  increased  cost  of  manufacture  plus  a  liberal  commercial 
profit  for  the  years  1920  and  1921.  The  guarantors,  however,  rejected  this  pro- 
posal and  decided  upon  the  formation  of  a  corporation  which  would  continue  the 
publication  at  actual  cost  without  allowing  any  commercial  profit  whatever. 
This  has  been  done  and  the  new  corporation  has  taken  over  the  entire  editorial 
force  engaged  upon  the  reports,  including  Mr.  H.  C.  Spurr,  the  Editor-in-Chief 
of  the  publication  from  the  beginning,  and  who  has  been  made  Secretary  of  the 
new  corporation.  The  main  office  of  the  new  company  will  be  No.  20  Exchange 
Street,  Rochester,  New  York,  and  a  branch  office  will  be  maintained  for  the 
present  by  Mr.  A.  S.  Hills  in  the  Munsey  Building,  Washington,  D.  C. 

Notwithstanding  the  increasing  cost  of  manufacture,  the  subscription  price  of 
the  reports  will  remain  at  the  old  figure,  namely,  $32.50  per  set  per  annum,  and 
the  same  number  of  volumes  and  advance  sheets  as  heretofore  will  be  issued. 
Return  envelopes  will  be  sent  to  your  Commission  by  the  new  company  and  in 
them  you  will  please  forward  to  Rochester  each  week  the  decisions  of  your 
Commission,  as  in  former  times.  In  every  respect  the  publication  will  be  con- 
tinued without  change. 

Even  with  the  best  of  management,  however,  the  new  company  will  not  be 
able  to  make  the  publication  self-supporting  this  year  unless  new  subscriptions 
are  obtained.  The  Committee  on  Publication  of  Decisions  and  Orders  of  State 
Commissions  feels  that  the  several  State  Commissions  have  done  their  part  in 
the  last  two  years  toward  swelling  the  subscription  lists,  and  therefore  is  not 
disposed  to  urge  the  matter  again  upon  their  attention.  However,  the  Committee 
would  be  very  glad  to  have  your  recommendations  as  to  the  possibility  of  enlarg- 
ing the  subscription  list  in  your  State. 

Until  the  publication  is  placed  upon  a  self-sustaining  basis  so  that  there  will 
be  no  danger  of  its  discontinuance,  the  interest  of  the  National  Association  and 
of  the  several  State  Commissions  will  be  maintained.  As  heretofore  this  Com- 
mittee will  act  in  an  advisory  capacity  and  will  co-operate  with  the  publishers  in 
every  way  to  further  the  interests  of  the  publication  in  accordance  with  the  fol- 
lowing resolution  adopted  at  the  1919  convention  of  the  National  Association : 
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"  Resolved  that  the  Association  again  records  its  appreciation  of  the  value 
of  the  Public  Utilities  Reports,  Annotated,  and  pledges  to  the  Publishers  its 
co-operation  and  support  in  continuing  the  publication  of  the  Reports  so  far 
as  that  may  be  done  with  propriety  and  that  the  Committee  on  Publication 
of  Decisions  and  Orders  of  State  Commissions,  be  authorized  to  take  up 
and  consider  with  the  Publishers  all  questions  which  may  from  time  to  time 
arise  relative  to  the  character  and  scope  of  the  publication." 

Under  the  new  and  favorable  conditions  it  is  hoped  that  all  State  Commissions 
will  continue  to  give  the  publication  their  unqualified  support  and  do  whatever 
else  may  be  posible  to  increase  its  circulation  within  their  respective  States. 

Very  truly  yours, 

JAMES  B.  WALKER, 

Chairman, 

Committee  on  Publication  of  Decisions 
and  Orders  of  State  Commissions. 


APPENDIX  B 
LETTER  TO  JUDGES 

October  1,  1920. 
Dear  Sir : 

You  have  undoubtedly  observed  the  rapid  development  of  the  laws  governing 
common  carriers  and  public  service  corporations  under  the  federal  and  state 
policy  of  regulating  such  utilities.  Today  there  is  a  regulating  commission  in 
every  state  of  the  Union  except  Delaware,  and  there  are  also  commissions  in  the 
Territories  of  Hawaii,  Philippine  Islands,  and  Alaska.  The  work  of  these  com- 
missions has  opened  to  the  legal  profession  an  entirely  new  field  of  practice, 
which  has  made  the  decisions  of  state  commissions  of  great  interest  to  bench  and 
bar. 

The  decisions  of  the  several  state  commissions  and  of  the  courts  upon  ques- 
tions arising  in  the  regulation  of  Public  Utilities  have  been  collected  and  pub- 
lished in  a  publication  known  as  Public  Utilities  Reports,  Annotated.  It  is  the 
only  publication  embracing  the  decisions  of  all  commissions  and  has  been  offi- 
cially approved  by  the  National  Association  of  Railway  and  Utilities  Commis- 
sioners. The  Committee  on  Publication  of  Decisions  and  Orders  of  State 
Commissions  was  appointed  by  that  Association  for  the  purpose  of  assisting  the 
publishers  of  these  reports  in  every  legitimate  way  to  obtain  additional  sub- 
scriptions, with  the  view  of  making  the  publication  self-supporting. 

The  satisfactory  solution  of  problems  arising  in  public  regulation  of  common 
carriers  and  other  public  utilities  can  be  facilitated  by  uniformity  of  procedure 
and  standardization  of  practice.  The  general  use  of  these  reports  by  the  judges 
and  lawyers  of  the  country  cannot  fail  to  promote  these  objects. 

A  broad  distribution  of  the  reports  is  desired  in  order  that  their  continuance 
upon  a  sound  commercial  basis  may  be  assured.  May  we  ask  your  consideration 
of  the  advisability  of  having  a  set  ordered  for  your  library? 

The  reports  are  published  by  Public  Utilities  Reports,  Inc.,  20  Exchange 
Street,  Rochester,  New  York. 

Very  truly  yours, 

COMMITTEE   ON   PUBLICATION   OF  DECISIONS   AND  ORDERS   OF   STATE  COMMISSIONS 

JAMES  B.  WALKER, 

Chairman. 
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APPENDIX  C 

LETTER  FROM  EDITOR  OF  REPORTS 

PUBLIC  UTILITIES  REPORTS,  Inc. 

20  EXCHANGE  STREET 

ROCHESTER,   N.   Y. 

Washington  Office, 
Munsey  Building, 
Washington,  D.  C. 

Rochester,  N.  Y.,  October  15th,  1920. 
JAMES  B.  WALKER,  ESQ., 

69  Lafayette  St., 

New  York  City. 
My  Dear  Mr.  Walker : 

Mr.  Hills  has  asked  me  to  write  you  about  the  appendix  material  which  we 
have  been  omitting  during  the  latter  part  of  the  present  year,  and  which  we  think 
ought  to  be  permanently  eliminated. 

Let  me  recall  to  you  how  it  was  that  we  decided  to  include  this  matter  in  the 
first  instance. 

When  the  publication  was  inaugurated,  there  was  some  question  as  to  whether 
every  opinion  and  order  of  every  Commission  should  be  printed  or  whether  only 
the  more  important  ones  should  be  included  in  the  Reports.  It  was  my  sugges- 
tion to  the  Lawyers  Co-operative  Publishing  Company  that  we  might  cover  the 
whole  field  by  printing  the  more  important  cases  in  full  and  the  others  in  abstract 
form,  and  this  plan  was  adopted.  For  five  years  we  did  this,  getting  every 
decision  received  into  the  Reports  in  some  shape.  At  first  all  of  these  cases 
were  used  as  annotation  to  cases  printed  in  full  but  we  found  by  experience 
that  the  cases  we  could  not  print  in  full  were  divided  into  two  classes:  first, 
those  in  which  there  were  discussions  upon  points  of  interest  which  would  furnish 
matter  suitable  for  annotation,  and  second,  those  which  were  of  no  interest  to 
anyone  outside  of  the  parties  involved  in  the  litigation.  These  cases  were  deemed 
by  us  to  be  so  useless  that  we  finally  decided  not  to  use  them  for  annotation  but 
to  put  them  away  in  an  appendix  where  they  would  be  less  objectionable  and 
attract  as  little  notice  as  possible. 

Let  me  illustrate  from  volume  1919,  which  is  perhaps  as  typical  as  any,  show- 
ing our  final  method  of  disposition  of  these  cases.  On  page  564  you  will  find 
a  note  on  rates  made  up  of  abstracted  current  cases.  If  you  will  turn  to  the 
appendix,  you  will  observe  the  character  of  cases  which  have  appealed  to  me  as 
of  no  value  to  any  one  aside  from  the  parties  involved.  Here  are  50  pages  of 
our  Reports  taken  up  with  cases  which  the  New  York  Commission  would  not 
think  of  printing  in  its  own  reports  of  its  decisions.  Moreover,  this  is  not  a 
complete  list  of  the  cases  before  the  various  Commissions  for  the  reason  that 
many  of  the  Commissions  refused  to  send  us  copies  of  the  decisions  which  they 
deem  of  no  importance  whatsoever  outside  of  their  own  jurisdictions.  If  all 
of  the  Commissions  sent  us  all  of  their  decisions  of  this  kind,  they  would  prob- 
ably take  up  a  hundred  pages  of  appendix  and  fifty  pages  more  for  a  table  of 
those  cases.  By  leaving  this  matter  out  we  have  at  least  500  pages  a  year  more 
space  available  for  printing  of  cases  in  full,  or  in  the  shape  of  annotation  such 
as  I  have  referred  to. 

We  cannot  very  well  enlarge  the  number  of  volumes  or  the  size  of  the 
volumes.  It  would  probably  be  good  business  policy  to  decrease  rather  than 
increase  the  number  of  volumes.  Increasing  the  size  of  the  volumes  by  the  addi- 
tion of  this  class  of  matter  would  in  my  judgment  make  them  more  difficult  to 
sell  by  making  them  more  like  annual  reports  of  the  Legislature  which,  while 
valuable  for  many  purposes,  are  seldom  given  shelf  room  in  ordinary  libraries. 

Our  constant  endeavor  from  the  beginning  has  been  to  improve  the  character 
of  these  Renorts — often  at  considerable  expense,  which  we  have  never  hesitated 
to  incur  under  such  circumstances.  It  happens  in  this  instance  that  the  omis- 
sion of  the  appendix  would  effect  a  small  saving  which,  while  welcome,  would 
not  be  enough  to  weigh  against  the  inclusion  of  the  material  if  it  were  of  any 
possible  use. 
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It  seems  to  me  that  from  the  standpoint  of  attractiveness  and  usefulness,  the 
Reports  would  be  greatly  improved  by  the  omission  of  this  appendix  material 
and  we  would  very  much  like  to  have  the  approval  of  your  Committee  to  such 
a  step. 

Yours  very  truly, 

H.  C.  SPURR. 

President  SHAW — That  completes  the  committee  reports.  Is  there 
any  other  matter  to  come  before  the  Convention? 

Mr.  TAYLOR  of  Nebraska — I  have  that  matter  of  the  supplementary 
valuation  report.  It  is  very  brief,  and  I  will  read  it. 

REPORT  OF  VALUATION  COMMITTEE  ON  4^  PER  CENT. 
LICENSEE  CHARGE  MADE  BY  AMERICAN  TELE- 
PHONE AND  TELEGRAPH  COMPANY  AGAINST  SUB- 
SIDIARY COMPANIES 

At  the  meeting  of  the  executive  and  valuation  committees  held  in 
Chicago  in  the  early  part  of  1920,  Haynes,  Commissioner,  proposed 
that  said  committees  recommend  that  the  National  Association  and  the 
American  Telephone  and  Telegraph  Company  enter  into  a  joint  study 
of  the  4}^  per  cent,  licensee  revenue  charge  made  by  the  American 
Telephone  and  Telegraph  Company. 

It  was  recognized  by  the  members  of  the  committees  present  at  said 
meeting,  that  they  were  without  authority  officially  to  proceed,  but  it 
was  suggested  that  the  matter  be  taken  up  unofficially  and  informally 
with  the  American  Telephone  and  Telegraph  Company  in  order  that 
a  report  might  be  made  to  this  Convention. 

Subsequently,  Mr.  Haynes  took  the  matter  up  unofficially  with  the 
American  Telephone  and  Telegraph  Company  for  the  purpose  of  de- 
termining whether  or  not  said  Company  would  be  willing  to  enter 
into  a  joint  study  of  the  4^2  per  cent,  charge.  It  was  believed  that 
this  important  question  could  not  be  properly  and  fully  considered 
by  State  Commissions  individually,  but  that  the  question  was  national 
in  its  scope  and  required  a  national  or  general  investigation. 

After  conferences  and  communications,  the  following  letter  was 
received  by  Commissioner  Haynes  from  the  American  Telephone  and 
Telegraph  Company : 

"  New  York,  October  1,  1920. 
"  PAUL  P.  HAYNES,  Esq., 
"  Public  Service  Commission  of  Indiana, 
"  Indianapolis,  Indiana. 
"  My  dear  Mr.  Haynes : 

"  I  was  very  glad  to  receive  yours  of  the  27th  regarding  the 
matter  that  we  discussed  in  Indianapolis. 

"  As  you  know  and  realize,  we  should  welcome  an  opportunity 
to  thoroughly  present  the  license  contract  and  payments  there- 
under to  a  body  having  power  to  make  its  finding  effective,  but 
there  are  serious  practical  difficulties  involved  in  an  investigation 
of  such  a  question  by  a  voluntary  body  with  the  scope  of  the 
investigation  and  procedure  undefined  and  where  the  conclusions 
reached  are  not  enforceable. 
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"  After  giving  all  the  circumstances  careful  consideration,  our 
conclusion  is  that  any  expression  by  us  in  this  matter  might  be 
misunderstood  and  misconstrued. 

"  Very  cordially  yours, 

"  (Signed)   EUGENE  S.  WILSON 

"  Vice-President." 

This  communication  can  be  interpreted  only  as  a  rejection  of  the 
proposal  by  the  American  Telephone  and  Telegraph  Company. 

The  Valuation  Committee  hereby  submits  this  report  for  the  infor- 
mation of  the  National  Association. 

VALUATION  COMMITTEE, 

PAUL  P.  HAYNES. 


Mr.  TAYLOR  of  Nebraska — I  move  that  the  report  be  received  and 
printed. 

The  motion  was  agreed  to. 

Mr.  A.  L.  FREEHAFER  of  Idaho — Mr.  President,  I  seem  to  be  unfor- 
tunate in  my  committee  assignments,  as  the  senior  members  of  the 
committee  are  absent ;  but  my  apprehension  is  that  when  a  committee 
is  appointed,  it  is  expected  to  make  some  kind  of  a  report.  I  spoke 
to  Mr.  Pell,  chairman  of  the  committee  appointed  on  the  first  day  of 
the  session,  relative  to  complimentary  resolutions,  and  he  did  not 
know  that  he  had  been  appointed  chairman  of  that  committee.  I  be- 
lieve Mr.  Lewis  of  Indiana  was  the  second  member  and  myself  the 
third.  When  Mr.  Pell  left  at  noon  he  requested  that  I  prepare  a 
report,  and  I  have  made  a  hurried  preparation  of  a  couple  of  resolu- 
tions which  I  wish  to  present.  They  are  as  follows : 

REPORT   OF   COMMITTEE   ON    COMPLIMENTARY 
RESOLUTIONS. 

The  enjoyment  of  our  Association  is  heightened  by  the  courtesy 
and  good-will  of  the  Interstate  Commerce  Commission  and  the  value 
of  our  conferences  and  discussions  is  increased  by  the  active  participa- 
tion of  its  members. 

The  excellent  program  which  has  brought  out  and  developed  matters 
of  vital  and  pressing  importance  to  our  states  and  our  country  as  a 
whole  is  due  to  the  faithful  and  energetic  manner  in  which  our  officers 
and  committees  have  performed  their  duties. 

Therefore,  be  it  resolved : 

1.  That  we  heartily  thank  the  Interstate  Commerce  Commission  for 
the  use  of  its  hearing  room  for  our  sessions  and  express  our  appre- 
ciation of  their  interest  and  participation  in  the  solving  of  our  prob- 
lems. 

2.  That  we  commend  our  officers  and  committees  for  efficient  per- 
formance of  their  duties  and  give  to  them  the  credit  Tor  the  success 
of  the  convention. 

Mr.  FREEHAFER  of  Idaho — I  have  ar  postscript  which  I  have  made 
separate,  because  perhaps  it  is  not  in  order.  This  was  proposed,  I  be- 
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lieve,  for  the  benefit  of  some  members  who  are  absent  at  the  present 
time. 

Your  Committee  are  happy  to  be  informed  that  we  have  no  occasion 
at  this  convention  for  memorial  resolutions. 

In  lieu  thereof,  your  Committee  proposes  the  following: 

Resolved,  That  we  extend  to  our  Associates  who  since  our  last 
meeting  have  been  demoted  to  either  State  or  Federal  office,  our  sym- 
pathy and  commiseration  and  assure  them  that  we  shall  follow  their 
official  acts  in  their  new  positions  with  keen  interest  and  critical  minds. 

I  move  the  adoption  of  the  report. 

The  motion  was  seconded  and  agreed  to. 

Secretary  WALKER — Mr.  President,  before  we  adjourn,  I  would  like 
to  move  a  vote  of  thanks  of  the  Association  to  the  press  associations 
and  the  newspapers  and  technical  journals  that  have  been  so  ably  repre- 
sented here  by  a  very  efficient  corps  of  correspondents,  and  to  state 
for  the  benefit  of  the  Convention  that  in  my  experience  covering  sev- 
eral years  past  you  have  never  had  the  proceedings  of  this  Convention 
more  fully  reported  in  the  press  than  they  were  this  year. 

I  would  also  like  to  take  occasion  to  put  on  record  our  apprecia- 
tion of  the  fact  that  for  the  first  time  in  the  history  of  the  National 
Association  a  lady  member  has  honored  us  with  her  presence,  Miss 
Mabel  T.  Boardman,  of  the  District  of  Columbia,  who,  I  believe,  is  the 
first  woman  public  service  commissioner  in  the  country.  (Applause.) 

The  motion  was  seconded  and  unanimously  agreed  to. 

President  SHAW — Is  there  any  further  business  to  come  before  this 
Convention?  If  not,  I  will  say  a  few  words. 

A  year  ago,  when  you  honored  me  by  electing  me  President  of  this 
Association,  I  then  asked  of  you  your  undivided  support.  I  am  happy 
to  say  at  the  conclusion  of  this  Convention  that  I  can  look  back  and 
truthfully  say  that  I  have  had  the  undivided  support  of  all  the  officers 
and  members  of  this  Association,  particularly  our  solicitor,  Mr.  John 
E.  Benton,  whom  we  all  know.  He  has  been  most  faithful  in  the  per- 
formance of  his  duty,  and  the  same  is  true  of  our  companion  and 
brother,  Secretary  Walker,  and  the  same  is  true  of  all  the  committees. 
The  burden  of  the  work  of  this  Association  during  the  past  year  fell, 
you  might  say,  on  comparatively  few  of  the  committees. 

If  I  carry  out  my  plans  this  will  probably  be  my  last  appearance 
with  you  as  a  member  of  this  Association,  and  I  can  assure  you  that 
it  affords  me  great  pleasure — this  makes  the  seventh  Convention  that 
I  have  attended — to  have  been  associated  with  the  various  State  Com- 
missioners in  the  work  that  we  are  performing.  I  remember  with 
pleasure  the  acquaintances  that  I  have  made.  I  believe  I  have  friends 
from  the  Atlantic  Coast  to  the  Pacific  Coast,  and  from  the  Canadian 
line  on  the  north  to  the  Gulf  on  the  south,  friends  whom  I  have  made 
in  connection  with  my  work  as  a  State  Commissioner,  and  meeting  you 
in  these  Conventions.  The  way  in  which  the  various  members  have 
devoted  themselves  to  their  work  has  been  an  inspiration  to  me. 

As  a  native  son  of  the  North,  it  affords  me  great  pleasure  to  turn 
over  to  President-elect  Perry,  a  son  of  the  new  South,  this  gavel  and 
badge  of  authority.  I  now  present  to  you,  gentlemen  of  the  Associa- 
tion, your  newly-elected  President,  Mr.  Perry  of  Georgia.  (Applause.) 
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President  PERRY — Gentlemen,  is  there  anything  else  to  come  before 
the  Association  before  we  adjourn? 

While  it  is  on  my  mind,  I  wish  to  state  that  Mr.  Jackson,  chairman 
of  the  Executive  Committee,  requested  me  to  say  that  there  would  be 
a  meeting  of  the  Executive  Committee  in  Mr.  Benton's  office  at  4 
o'clock  this  afternoon,  and  the  members  of  the  Committee  are  urged 
to  attend  that  meeting. 

Before  we  finally  adjourn,  I  wish  to  say  that  recalling  the  retiring 
President's  administration  as  a  whole,  I  am  sure  I  voice  the  sentiment 
of  those  present  as  well  as  of  the  members  of  the  Association  through- 
out the  United  States,  when  I  say  that  certainly  within  my  knowledge 
this  Association  has  had  no  presiding  officer  who  has  been  more  faith- 
ful and  ever  on  the  job  than  the  retiring  President.  The  legislation 
about  which  we  have  talked  so  much,  represented  in  part  by  the  trans- 
portation act  of  1920,  is  due  in  large  measure  to  the  alertness  and 
continued  vigilance  of  Mr.  Shaw.  I  am  very  glad  indeed  that  it  was 
possible  to  have  him  elected  a  year  ago,  and  I  congratulate  thei  Associa- 
tion and  the  country  on  having  had  the  benefit  of  his  services  during 
the  past  twelve  months. 

Mr.  JAMES  CANSLER  of  South  Carolina — Mr.  President,  I  think  it 
might  be  well  for  us  to  extend  our  regrets  at  the  possibility  of  Mr. 
Shaw  not  being  associated  with  us  hereafter,  and  that  we  elect  him  to 
complimentary  honorary  membership  in  our  Association. 

President  PERRY — I  am  sure  the  Association  will  gladly  receive  the 
suggestion  of  the  gentleman  from  South  Carolina,  and  his  remarks 
will  be  noted  on  the  record. 

Mr.  TAYLOR  of  Nebraska — Mr.  President,  may  I  be  permitted  to 
say  just  a  word  in  that  connection?  For  all  the  years  that  Mr.  Shaw 
has  been  a  member  of  this  Association,  I  have  been  a  member  of  this 
body,  and  I  have  been  associated  with  him  as  a  member  of  the  Valua- 
tion Committee.  I  feel  a  personal  regret  at  his  retirement,  and  1 
am  sure  all  our  members  will  regret  his  future  absence  more  and  more. 
He  has  been  an  indefatigable  worker,  particularly  in  the  line  of  valua- 
tion work,  and  I  am  sure  that  we  will  miss  his  conscientious  efforts  in 
that  direction  as  well  as  all  others.  I  want  in  {his  manner  to  convey 
my  personal  appreciation  of  his  services  and  to  express  my  personal 
regret  at  his  retirement.  (Applause.) 

Mr.  SHAW — Mr.  President,  I  move  that  this  Association  adjourn  to 
meet  on  the  second  Tuesday  in  October,  in  the  city  of  Atlanta,  Georgia, 

President  PERRY — Is  there  anything  else  before  I  put  the  motion  of 
Mr.  Shaw?  If  not,  I  will  put  the  motion. 

The  motion  was  agreed  to. 

Accordingly,  at  2:34  P.  M.,  on  the  12th  day  of  November,  1920,  the 
Association  adjourned  to  meet  October  11,  1921,  at  Atlanta,  Ga. 
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UNIFORM    SYSTEM    OF    ACCOUNTS    FOR    ELECTRICAL 

CORPORATIONS 


GENERAL  INSTRUCTIONS 

1.  Accounts  to   be   kept  by   Double    Entry    Method.— All  the 
accounts    (other    than    purely    statistical    accounts)    denned    in    this 
classification  must  be  kept  by  the  double  entry  method. 

2.  Account  Numbers  Not  a  Part  of  Title. — The  numbers  pre- 
fixed to  account  titles  in  this  classification  are  solely  for  convenience 
of  reference  and  are  not  part  of  the  titles  or  definitions. 

3.  Accounting  Period. — It  is  recommended  that  each  electrical 
corporation  select  the  month  as  its  accounting  period  and  that  it  make 
its  bookkeeping  entries  on  a  monthly  basis.    It  may,  however,  select  a 
quarterly  or  other  basis  if  that  will  better  meet  the  conditions  under 
which  it  conducts  its  business.     Each  corporation  will  be  required  to 
close  its  books  at  the  end  of  the  fiscal  year  for  which  it  makes  its  annual 
report. 

4.  Records. — Each     electrical    corporation    shall    so    keep    its 
general  accounting  books  and  all  other  books  and  records  which  support 
in  any  way  the  entries  to  such  accounting  books  that  it  can  furnish  at 
any  time  full  information  as  to  any  account  kept  by  it.     Moreover,  it 
shall  support  each  entry  to  each  account  with  such  detailed  informa- 
tion as  will  enable  a  ready  identification  and  verification  of  the  facts 
recorded  therein. 

The  books  referred  to  herein  include  not  only  books  of  account  in  a 
limited  technical  sense  but  all  other  records  such  as  minute  books, 
stock  books,  etc.,  which  will  be  useful  in  developing  the  history  of  any 
of  the  accounting  company's  transactions. 
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STANDARD  FORM  OF  BALANCE  SHEET 

ASSET  SIDE 
101.     Fixed  capital 

Current  Assets: 

111.  Cash 

112.  Notes  receivable 

113.  Accounts  receivable 

114.  Interest  and  dividends  receivable 

115.  Materials  and  supplies 

116.  Prepayments 

117.  Miscellaneous  current  assets 

Miscellaneous  Assets: 

121.  Investments  in  affiliated  companies 

122.  Miscellaneous  investments 

123.  Sinking  funds 

124.  Replacement  fund 

125.  Miscellaneous  special  fund's 

126.  Special  deposits 

Suspense : 

131.  Unamortized  debt  discount  and  expense 

132.  Property  abandoned 

133.  Jobbing  accounts 

134.  Clearing  or  apportionment  accounts 

135.  Work  in  progress 

136.  Miscellaneous  suspense 

Adjustment  Accounts: 

141.  Discount  on  capital  stock 

142.  Reacquired  securities 

143.  Treasury  securities 

150.     Profit  and  loss — deficit 
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STANDARD  FORM  OF  BALANCE  SHEET 

LIABILITY  SIDE 

201.  Capital  stock 

202.  Premium  on  capital  stock 

211.  Long  term  debt 

212.  Receiver's  certificates 

Current  Liabilities: 

221.  Notes  payable 

222.  Accounts  payable 

223.  Consumers'  deposits 

224.  Matured  interest  unpaid 

225.  Dividends  declared 

226.  Matured  long  term  debt  unpaid 

227.  Miscellaneous  current  liabilities 

Accrued  Liabilities: 

231.  Taxes  accrued 

232.  Interest  accrued 

233.  Miscellaneous  accrued  liabilities 
241.  Advances  from  affiliated  companies 

Reserves : 

251.  Retirement  reserve 

252.  Casualty  and  insurance  reserve 

253.  Unamortized  premium  on  debt 

254.  Sinking  fund  reserves 

255.  Contributions  for  extensions 

256.  Contingency  reserve 

257.  Miscellaneous  reserves 

261.     Miscellaneous  unadjusted  credits 
270.     Profit  and  loss — surplus 
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BALANCE  SHEET  ACCOUNTS 
GENERAL  INSTRUCTIONS  AND  DEFINITIONS 

1.  Balance  Sheet  Accounts  Defined. — By  balance  sheet  accounts 
are  meant  those  titles  under  which  the  ledger  accounts  are  combined 
and  summarized  to  show  the  assets,  liabilities  and  surplus  or  deficit  of 
an  enterprise  at  a  given  time.     Where  the  title  and  definition  of  a 
balance  sheet  account  clearly  indicate  that  it  is  a  summary  of  other 
accounts,  it  is  not  required  that  a  special  ledger  account  shall  be  raised 
under  such  title  to  include  the  balances  from  the  accounts  usually 
carried  on  the  ledger. 

2.  Form  of  Balance  Sheet. — The  standard  form  of  balance  sheet 
is  shown  on  pages  2  and  3.    Certain  of  the  terms  there  used  are  defined, 
for  the  sake  of  greater  clearness,  in  the  following  paragraphs : 

3.  Current  Assets. — Current  assets  are  those  assets  that  are 
readily  converted  into  money  or  capable  (in  the  case  of  materials  and 
supplies)  of  being  used  in  operation  or  construction. 

4.  Investments. — Investment     represents     the     relatively     per- 
manent employment  of  property  for  the  purpose  of  directly  or  indirectly 
producing  revenue.     Investment  in  permanent  assets  devoted  to  the 
undertakings  for  which  the  accounting  company  is  primarily  organized 
is  called  fixed  capital  investment  or  simply  fixed  capital.     Property  in 
the  form  of  assets  necessary  to  the  conduct  of  the  accounting  company's 
operations  of  which  the  individual  items  are  subject  to  frequent  change 
is   sometimes    said   to   represent   an   investment   in   working   capital. 
Investments  may  also  be  of  property  segregated  in  special  funds ;  of 
property  devoted  to  the  use  of  affiliated  corporations;  or  of  property 
not  devoted  to  the  undertakings  for  which  the  accounting  company  is 
primarily  organized,  as  more  specifically  defined  in  account  No.  122, 
"  Miscellaneous   Investments,"  which   see.     Encumbered  investments 
are  those  held  subject  to  a  lien  or  other  encumbrance  of  some  character. 
Unencumbered  investments  are  those  held  free  of  all  encumbrances. 

5.  Funds. — Funds  are  assets,   usually  those   capable   of  ready 
conversion  into  cash,  set  aside  in  the  hands  of  trustees  or  otherwise 
restricted  to  specific  uses. 

6.  Suspense   Accounts. — Suspense    accounts    are    accounts    in 
which  may  be  carried  any  expenditure  the  appropriate  disposition  of 
which  is  not  yet  determined,  or  any  loss  which  may  properly  be  spread 
over  a  period  of  time,  or  any  other  debit  which  may  be  amortized 
through  charges  made  to  expense  or  other  income  accounts  at  intervals 
over  a  period  of  time ;  credit  items,  the  final  disposition  of  which  is  not 
yet  determined,  may  also  be  carried  in  suspense  under  account  No.  261, 
"  Miscellaneous  Unadjusted  Credits." 

7.  Adjustment   Accounts. — Adjustment   accounts   are   accounts 
in  which  may  be  carried  debits  that  offset  certain  liabilities  but  which 
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it  is  not  desirable,  as  a  matter  of  bookkeeping  convenience,  to  charge 
against  the  liability  accounts  concerned. 

8.  Current  Liabilities. — Current  liabilities  are  those  which  are 
definitely  determined  in  amount  and  are  either  matured  at  the  date  of 
the  balance  sheet  or  become  due  within  a  year  from  date  or  upon 
demand  of  the  creditor. 

9.  Accrued   Liabilities. — Accrued   liabilities   are   those   not   yet 
due,  but  which  are  to  become  due  in  the  near  future  and  which  accrue 
or  grow  from  d#y  to  day,  such  as  unmatured  interest,  rents,  taxes,  etc. 
Credits  to  accounts  representing  accrued  liabilities  whose  amounts  are 
not  definitely  known,  as  in  the  case  of  many  taxes,  are  made  on  the 
basis  of  estimates  which  are  adjusted  when  the  proper  amounts  become 
known. 

10.  Reserves. — Reserves    are    credit    accounts  created  through 
arbitrary  or  estimated  charges  made  to   provide  wholly  or  in   part 
for  matters  to  be  later  determined. 

11.  Discount  and  Premium  on  Capital  Stock. — Ledger  accounts 
shall  be  provided  to  cover  the  discounts  and  premiums  on  each  class 
of  capital  stock  issued  or  assumed  by  the  accounting  company.     The 
total  of  the  net  debit  balances  remaining  in  these  several  accounts  shall 
be  included  in  account  No.  141,  "  Discount  on  Capital  Stock,"  and  the 
total  of  the  net  credit  balances  in  account  No.  202,  "  Premium  on 
Capital  Stock." 

By  the  term  discount  is  meant  the  excess  of  the  par  value  of  stocks 
actually  issued  or  assumed  (and  accrued  dividends,  if  any,  expressed 
in  the  contract  of  sale)  over  the  actual  cash  value  of  the  consideration 
received  for  such  stocks.  By  the  term  premium  is  meant  the  excess  of 
the  actual  cash  value  of  the  consideration  received  for  stock  issued  or 
assumed  over  the  par  value  of  such  stock  (and  accrued  dividends, 
if  any). 

Entries  in  these  accounts  representing  discounts  should  be  carried 
therein  until  offset  (1)  by  premiums  realized  on  subsequent  sales  of 
the  same  class  of  stock,  (2)  by  assessment  levied  on  the  stockholders, 
(3)  by  appropriations  from  surplus  for  that  purpose,  or  (4)  by  charges 
to  Profit  and  Loss  upon  reacquirement  of  the  stock.  Entries  in  these 
accounts  representing  premiums  realized  shall  be  carried  therein  until 
offset  (1)  by  discount  suffered  on  sales  of  the  same  class  of  stock,  or 
(2)  by  credits  to  Profit  and  Loss  upon  reacquirement  of  the  stock.  In 
case  the  accounting  company  is  permitted  and  elects  to  distribute  all 
or  any  part  of  the  net  premium  on  its  capital  stock  to  its  stockholders, 
the  amount  thus  distributed  shall  be  charged  to  the  premium  account. 

For  the  purpose  of  this  classification  the  premium  realized  at  the  sale 
of  capital  stock  shall  not  be  considered  a  profit  and  loss  item  except 
upon  reacquirement  of  the  stock  sold. 

In  no  case  shall  discount  on  capital  stock  be  charged  to  or  included 
in  any  account  as  a  part  of  the  cost  of  acquiring  any  property,  tangible 
or  intangible,  or  as  a  part  of  the  cost  of  operation. 

When  stock  which  has  been  issued  or  assumed  by  the  accounting 
company  is  reacquired,  the  difference  between  the  price  paid  and  the 
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par  value  of  the  stock  shall  be  charged  or  credited  to  Profit  and  Loss 
as  may  be  appropriate.  Concurrently  the  premium  or  discount  account 
for  the  particular  issue  of  stock  reacquired  shall  be  adjusted  through 
Profit  and  Loss  to  the  extent  of  the  premium  or  discount  applicable 
to  the  shares  reacquired.  This  does  not  apply  to  the  purchase  of 
securities  solely  for  special  funds  in  which  the  accounting  company 
carries  at  cost  instead  of  par  value  securities  issued  or  assumed 
by  itself. 

In  case  the  premium  or  discount  realized  at  the  prior  sale  of  the  stock 
reacquired  has  been  included  in  an  asset  account  other  than  the 
premium  and  discount  account,  such  asset  account  shall  be  concur- 
rently adjusted  through  Profit  and  Loss  to  the  extent  of  the  premium 
or  discount  previously  included  therein  with  respect  to  the  shares 
reacquired. 

12.     Discount,  Expense  and  Premium  on  Long  Term  Debt.— 

Ledger  accounts  shall  be  provided  to  cover  discounts,  expense  and 
premiums  at  the  sale  of  each  class  of  long-term  debt  (including 
receiver's  certificates)  issued  or  assumed  by  the  accounting  company. 
The  total  of  the  net  debit  balances  remaining  in  these  several  accounts 
shall  be  included  in  account  No.  131,  "  Unamortized  Debt  Discount  and 
Expense  "  and  the  total  of  the  net  credit  balances  in  account  No.  253, 
"  Unamortized  Premium  on  Debt." 

By  the  term  discount  is  meant  the  excess  of  the  par  value  of  the 
securities  issued  or  assumed  and  the  accrued  interest  thereon,  over  the 
actual  cash  value  of  the  consideration  received  for  such  securities.  By 
the  term  premium  is  meant  the  excess  of  the  actual  cash  value  of  the 
consideration  received  for  securities  issued  or  assumed  over  the  par 
value  of  such  securities  and  the  accrued  interest  thereon. 

By  the  term  expense  are  meant  all  expenses  in  connection  with  the 
issue  and  initial  sale  of  evidences  of  debt,  such  as  fees  for  drafting 
mortgages  and  trust  deeds;  fees  and  taxes  for  issuing  or  recording 
mortgages  and  trust  deeds ;  cost  of  printing  bonds,  certificates  of  indebt- 
edness, and  other  commercial  paper  having  life  of  more  than  one 
year ;  fees  paid  trustees  acting  under  mortgages  and  trust  deeds ;  fees 
paid  for  legal  services  to  trustees  relative  to  mortgage  securities;  fees 
and  commissions  paid  underwriters  and  brokers  for  marketing  such 
evidences  of  debt ;  and  other  like  expense. 

Each  month  (or  other  accounting  period)  there  shall  be  charged  to 
income  account  "  Amortization  of  Debt  Discount  and  Expense "  a 
proportion  (based  upon  the  ratio  of  such  fiscal  period  to  the  remaining 
life  of  the  respective  securities)  of  each  of  the  debit  balances  in  these 
accounts,  and  correspondingly  there  shall  be  credited  to  income  ac- 
count "  Amortization  of  Premium  on  Debt "  a  similar  proportion  of 
each  of  the  credit  balances  in  these  accounts. 

When  any  long  term  debt  which  has  been  actually  issued  to  bona  fide 
holders  for  value  is  reacquired  by  the  accounting  company,  a  proportion 
of  the  balance  remaining  in  the  accounts  covering  discount,  expense, 
and  premium  on  long  term  debt  of  the  class  of  security  reacquired 
shall  be  credited  or  charged,  as  may  be  appropriate,  to  Profit  and  Loss. 
Such  proportion  shall  be  based  upon  the  ratio  of  the  par  value  of  the 
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security  reacquired  to  the  par  value  of  all  the  securities  of  the  same 
class  actually  outstanding  immediately  before  such  reacquirement.  This 
does  not  apply  to  the  purchase  of  securities  solely  for  special  funds  in 
which  the  accounting  company  carries  at  cost  instead  of  par  value 
securities  issued  or  assumed  by  itself. 

In  case,  however,  the  premium  or  discount  realized  at  the  prior  sale 
of  the  securities  reacquired  has  been  included  (in  excess  of  the  propor- 
tion authorized  in  the  text  of  fixed  capital  account  No.  355,  "  Interest 
during  Construction  ")  in  an  asset  account  other  than  the  premium 
account,  such  asset  account  shall  be  concurrently  adjusted  through 
Profit  and  Loss  to  the  extent  of  such  excess  of  the  premium  or  discount 
previously  included  therein  with  respect  to  the  securities  reacquired. 

Except  as  provided  in  account  No.  355,  "  Interest  during  Construc- 
tion," no  discount  on  long  term  debt  shall  be  charged  to  or  included 
in  any  account  as  a  part  of  the  cost  of  acquiring  any  property,  tangible 
or  intangible,  or  as  a  part  of  the  cost  of  operation.  .'  • 

13.  Contingent  Assets  and  Liabilities. — Contingent  assets  and 
liabilities  shall  not  be  included  in  the  body  of  the  balance  sheet  state- 
ment. Whenever  the  balance  sheet  is  stated,  however,  contingent  assets 
and  liabilities,  if  any,  should  be  shown  in  detail  in  a  supplementary  state- 
ment. Contingent  assets  represent  possible  sources  of  value  contingent 
upon  the  fulfillment  of  conditions  regarded  as  uncertain.  Contingent 
liabilities  include  items  which  may,  under  certain  conditions,  become 
obligations  of  the  company,  but  are  neither  direct  nor  assumed  obliga- 
tions at  the  date  of  the  balance  sheet. 
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TEXT  PERTAINING  TO  BALANCE  SHEET 
ACCOUNTS 

101.     FIXED  CAPITAL. 

This  account  shall  include  the  cost  of  property  having  an  expecta- 
tion of  life  in  service  of  more  than  one  year  which  is  devoted  to  the 
operations  conducted  by  the  accounting  company,  less  deductions  for 
property  abandoned,  sold,  or  otherwise  retired. 

Separate  subdivisions  shall  be  used  for  each  distinct  class  of 
operations  conducted  by  the  accounting  company,  as,  for  example, 
"Fixed  Capital — electric,"  "Fixed  Capital — gas."  If,  however,  the 
accounting  company  conducts  two  or  more  separate  and  distinct  classes 
of  operations,  as  in  the  case  of  a  company  having  both  an  electric  and 
gas  department,  expenditures  chargeable  to  such  fixed  capital  accounts 
as  "  Land,"  "  Organization,"  "  General  Structures,"  "  Engineering  and 
Superintendence,"  etc.,  which  are  not  assignable  to  a  particular  depart- 
ment or  kind  of  operations,  may  be  shown  in  a  subdivision  having  the 
title  "  Fixed  Capital — general."  The  foregoing  shall  not  be  construed 
to  prohibit  the  apportionment  of  such  expenditures  between  depart- 
ments on  a  more  or  less  arbitrary  basis  provided  this  basis  is  clearly 
stated  in  the  accounting  company's  reports. 

111.  CASH. 

This  account  shall  include  all  money  coming  into  the  possession  of 
the  accounting  company  in  which  it  has  a  beneficial  interest.  This 
covers  coin  of  the  United  States,  United  States  treasury  notes,  gold 
and  silver  certificates  and  greenbacks,  and  bank  bills  payable  to  bearer 
on  demand ;  also  all  banks  credits,  checks  and  drafts  receivable  subject 
to  satisfaction  or  transfer  upon  demand  (whether  payable  to  bearer  or 
to  order). 

112.  NOTES  RECEIVABLE. 

This  account  shall  include  the  ledger  value  of  all  notes  and  bills 
receivable  which  are  the  property  of  the  accounting  company  and  upon 
which  solvent  concerns  or  individuals  are  liable.  This  covers  demand 
notes,  drafts,  etc.,  issued  by  others  than  banks,  and  time  notes,  drafts, 
etc.,  by  whomever  issued.  This  account  does  not  include  notes  coming 
within  the  definition  of  "  Investments  in  Affiliated  Companies "  or 
"Miscellaneous  Investments"  (for  which  see  page  11). 

113.  ACCOUNTS  RECEIVABLE. 

This  account  shall  include  all  amounts  (other  than  deposits  in 
banks)  owing  to  the  accounting  company  upon  open  book  accounts  with 
solvent  concerns  and  individuals ;  also  the  ledger  value  of  all  accounts 
and  claims  upon  which  responsibility  is  acknowledged  by  solvent  con- 
cerns and  individuals  or  which  are  sufficiently  secured  to  be  considered 
good  and  of  all  judgments  against  such  concerns  where  the  judgment  is 
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not  appealable  or  suspended  through  appeal.     This  account  does  not 
include  negotiables. 

NOTE  A. — The  record  of  accounts  receivable  shall  be  kept  in  such  manner  as 
to  permit  the  ready  segregation  of  the  three  groups,  consumers'  accounts^ 
accounts  with  affiliated  companies,  and  miscellaneous  accounts  receivable. 

Note  B. — It  is  suggested  that  when  practicable  consumers'  accounts  be  further 
classified  into  current  month  accounts,  accounts  more  than  one  month  but 
less  than  one  year  old,  and  accounts  over  one  year  old. 

114.  INTEREST  AND  DIVIDENDS  RECEIVABLE. 

This  account  shall  include  the  amount  of  interest  accrued  to  the  date 
of  the  balance  sheet  on  funded  and  unfunded  securities,  loans,  open 
accounts,  mortgages  and,  deposits  held  by  or  for  the  accounting 
company;  dividends  declared  on  stocks  similarly  held,  and  dividends 
accrued  on  stocks  when  contracts  require  that  the  dividend  be  paid  at 
stated  times. 

NOTE. — No  amount  representing  interest  or  dividends  receivable  shall  be 
included  in  this  account  unless  its  payment  is  reasonably  assured  by  past 
experience  and  anticipated  provision,  or  otherwise.  But  the  definition  of  this 
account  should  not  be  construed  to  prevent  the  carrying  of  interest  and  dividends 
receivable  in  a  suspense  account  until  collection  has  actually  been  made,  even 
though  the  debtor  be  considered  to  be  solvent. 

115.  MATERIALS  AND  SUPPLIES. 

This  account  shall  include  the  balances  representing  the  cost  (in- 
cluding transportation,  insurance,  and  inspection  charges,  customs 
duties,  etc.)  of  all  material  and  supplies  not  charged  out  in  the  account- 
ing company's  accounts,  regardless  of  whether  the  same  are  intended 
to  be  consumed  in  construction  or  in  operation,  or  later  to  be  sold. 
Where  discounts  recovered  through  prompt  payment  are  not  credited  to 
the  particular  bills,  the  cost  at  which  such  materials  and  supplies  shall 
be  charged  shall  be  the  invoice  cost  and  any  discount  recovered 
through  prompt  payment  of  bills  for  such  materials  and  supplies  shall 
be  credited  to  account  No.  356,  "  Miscellaneous  Construction  Expen- 
ditures," or  to  account  No.  781,  "  Undistributed  General  Expenses,"  or 
the  appropriate  subdivision  thereof,  according  as  such  materials  and 
supplies  are  intended  or  used  for  construction  or  operation. 

The  cost  of  materials  and  supplies  includes  all  specifically  assignable 
transportation  charges  incurred  in  obtaining  the  delivery  of  such  ma- 
terials and  supplies  upon  the  premises  of  the  purchaser,  and  the  cost 
of  any  special  tests  made  thereon  prior  to  their  acceptance ;  in  case  the 
accounting  company  desires,  it  may  also  include  the  cost  of  further 
transportation  to  the  place  of  consumption  and  a  suitable  proportion  of 
the  expense  of  the  purchasing  department  and  of  store  expenses  (when 
the  materials  and  supplies  are  passed  through  stores),  in  which  case  a 
corresponding  credit  shall  be  made  to  the  proper  expense  accounts. 

When  any  materials  or  supplies,  the  cost  of  which  has  been  charged 
to  this  account,  are  issued  for  use,  the  amount  at  which  they  stand 
charged  herein  should  be  credited  to  this  account  and  charged  to  the 
proper  construction,  operating  expense,  or  other  account. 

The  scrap  or  salvage  value  of  things  retired  from  service  shall  be 
charged  to  an  appropriate  sub-account  in  this  account  while  such  things 
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remain  the  property  of  the  accounting  company.  If  such  salvage  value 
is  not  known,  and  cannot  readily  be  determined,  it  shall  be  estimated. 
Inventories  of  materials  and  supplies  shall  be  taken  at  least  annually 
and  any  shortage  or  overage  disclosed  by  such  inventories  shall  be 
credited  or  debited  to  this  account,  and  debited  or  credited  to  operat- 
ing expense  account  No.  781,  "Undistributed  General  Expenses"  or 
the  appropriate  sub-division  thereof,  in  case  they  can  not  be  assigned  to 
a  specific  account.  Where  such  materials  and  supplies  have  been  used 
in  construction,  a  suitable  proportion  of  such  shortage  or  overage 
may  be  debited  or  credited  to  account  No.  356,  "  Miscellaneous  Con- 
struction Expenditures." 

NOTE  A. — It  is  not  required  that  the  transportation  and  other  elements  of  cost 
shall  be  assigned  with  a  greater  degree  of  accuracy  than  to  the  nearest  cent  per 
unit  of  material  or  supply.  'Where  a  single  transportation  item  covers  a  multi- 
tude of  things,  the  portion  of  the  expense  not  assigned  to  specific  things  should 
be  charged  to  the  same  account  to  which  store  expenses  are  charged. 

NOTE  B. — If  an  appliance  sold  is  for  any  reason  returned  to  the  accounting 
company,  it  should  be  charged  to  the  appropriate  sub-account  at  its  appraised 
value.  Cost  of  repairing  or  renovating  it  should  be  charged  to  the  same  sub- 
account.  Appropriate  adjustments  should  be  made  in  accounts  credited  with 
the  original  sale. 


116.     PREPAYMENTS. 

This  account  shall  include  the  debit  balances  described  under  the 
following  sub-heads : 

a.  PREPAID  TAXES.     The  excess  of  taxes  paid  over  the  amount 
properly  chargeable  to  current  income  or  other  similar  account,  as 
shown  by  a  debit  balance  in  the  liability  account  (See  account  No.  231, 
"Taxes  Accrued,"  page  19). 

b.  PREPAID  RENTS.     The  amount  of  rents  paid  in  advance  of  the 
enjoyment  of  the  term.     As  the  term  is  consumed,  this  account  shall 
be  credited  at  regular  accounting  intervals  and  the  appropriate  rent 
account  debited  with  the  amount  applicable  to  the  period. 

c.  PREPAID  INSURANCE.     The  amount  of  premium  on  insurance 
policies  paid  in  advance  of  their  accrual.     As  such  premiums  accrue 
they  should  be  credited  at  regular  accounting  intervals  to  this  account 
and  charged  to  the  appropriate  operating  expense  or  other  account. 

d.  MISCELLANEOUS    PREPAYMENTS.     Prepayments   made    for  any 
purpose  other  than  as  provided  for  in  the  three  preceding  heads. 

NOTE — By  the  accrual  of  insurance,  rents,  etc.,  it  is  meant  their  accumulation 
when  considered  as  spread  uniformly  over  the  period  to  which  they  apply. 
Thus,  if  the  rent  fixed  by  contract  of  lease  for  a  certain  property  is  $600  for 
a  calendar  year,  this  accrued  at  the  rate  of  $50  each  month  (unless  it  is 
desired  to  base  the  accruals  on  days,  when  the  varying  lengths  of  the  months 
would  required  to  be  considered),  regardless  of  the  actual  times  when  the  rent 
matures;  $50  should  thus  (if  the  rent  has  been  prepaid)  be  credited  each 
month  to  the  sub-account  "  Prepaid  Rents "  and  concurrently  charged  to  the 
appropriate  account  in  the  "  Income "  account.  Similarly  in  the  case  of  other 
prepayments. 
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117.     MISCELLANEOUS  CURRENT  ASSETS. 

This  account  shall  include  the  cost  of  all  current  assets  which  are 
not  includible  under  any  of  the  foregoing  accounts.  (See  "Balance 
Sheet  Accounts — General  Instructions  and  Definitions,"  Section  3, 
page  4).  _ 

121.  INVESTMENTS  IN  AFFILIATED  COMPANIES. 

This  account  shall  include  the  ledger  value  of  the  accounting  com- 
pany's investment  in  securities  or  non-negotiable  notes  issued  or  as- 
sumed by  affiliated  companies ;  also  of  its  investment  advances  to  such 
companies.  Two  companies  are  affiliated  if  either  one  controls  the 
policy  of  the  other  or  if  both  are  subject  to  the  same  control.  By 
"  Investment  advances  "  are  meant  debit  balances  in  open  accounts  with 
affiliated  companies  not  subject  to  current  settlement  and  interest 
accrued  on  such  open  accounts  when  such  interest  is  not  subject  to 
current  settlement.  This  account  shall  be  sub-divided  as  follows : 

a.  Stocks. 

b.  Bonds. 

c.  Notes. 

d.  Advances. 

NOTE  A. — Accounts  with  affiliated  companies  which  are  subject  to  current 
settlement  such  as  charges  for  materials  and  supplies  currently  furnished,  charges 
for  repairs  to  equipment,  etc.,  shall  be  classed  as  current  assets  or  current 
liabilities  as  may  be  appropriate. 

NOTE  B. — Securities  borrowed  by  the  accounting  company  and  pledged  should 
not  be  included  in  this  account. 

NOTE  C. — Securities  pledged  for  purposes  other  than  that  of  security  for  long 
or  short  term  debt  of  the  accounting  company  should  be  included  in  account 
No.  123,  "  Sinking  Funds";  account  No.  124,  "Replacement  Fund";  account  No. 
125,  "Miscellaneous  Special  Funds";  or  account  No.  126,  "Special  Deposits"  as 
may  be  appropriate. 

122.  MISCELLANEOUS  INVESTMENTS. 

This  account  shall  include  the  balances  in  accounts  representing  mis- 
cellaneous investments  such  as  those  in  securities  of  other  non-affiliated 
corporations,  in  tangible  property  of  a  permanent  nature  not  coming 
within  the  definition  of  fixed  capital,  as,  for  example,  real  estate  leased 
to  others  or  held  for^a  rise  in  value,  etc.,  provided  such  investments 
are  not  included  in  any  special  fund  account. 

The  accounting  company's  records  shall  be  kept  in  such  manner  as 
to  permit  the  ready  analysis  of  this  account  to  show  separately  in  the 
company's  annual  reports  full  particulars  concerning  its  investments 
of  any  given  class,  including  the  ledger  value  of  those  which  are  held 
subject  to  a  mortgage,  pledge,  or  other  lien. 

123.  SINKING  FUNDS. 

This  account  shall  include  the  amount  of  cash,  the  ledger  value  of 
securities  of  other  companies,  and  other  assets  which  are  held  by  trus- 
tees of  sinking  funds  for  the  purpose  of  redeeming  outstanding  obliga- 
tions, including  such  assets  so  held  by  the  accounting  company  when 
they  are  segregated  in  a  distinct  fund;  also  amounts  deposited  with 
such  trustees  on  account  of  mortgaged  property  sold,  when  the  proceeds 
of  such  sale  are  to  be  held  for  the  redeeming  of  securities ;  and  the  cost 
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of  live  securities  issued  or  assumed  by  the  accounting  company  and 
held  in  such  funds.  A  separate  account  shall  be  kept  for  each  fund 
and  the  title  of  each  fund  shauld  designate  the  obligation  in  support  of 
which  the  fund  is  created. 

NOTE. — Should  the  constituents  of  a  sinking  fund  change  substantially  in  value, 
and  such  change  seem  likely  to  be  permanent,  it  may  be  reflected  by  suitable 
entries  in  this  account  and  in  the  corresponding  reserve  account  or  in  "  Profit  and 
Less  "  as  may  be  appropriate. 

124.  REPLACEMENT  FUND. 

If  the  accounting  company  desires,  or  is  required,  to  segregate  in  a 
special  fund  the  assets  or  any  part  of  the  assets  represented  by  the 
retirement  reserve,  the  ledger  value  of  such  assets  shall  be  included  on 
the  balance  sheet  in  this  account. 

125.  MISCELLANEOUS  SPECIAL  FUNDS. 

This  account  shall  include  the  amount  of  cash  and  the  ledger  value 
of  securities  of  other  companies  and  other  assets  in  insurance,  em- 
ployees' pensions,  savings,  relief,  hospital,  and  other  funds  which  have 
been  raised  and  specifically  set  aside  or  invested  for  purposes  not  pro- 
vided for  elsewhere ;  also  the  cost  of  securities  issued  or  assumed  by 
the  accounting  company  and  held  in  such  funds.  A  separate  account 
shall  be  provided  for  each  fund. 

126.  SPECIAL  DEPOSITS. 

This  account  shall  include  the  debit  balances  described  under  the 
following  sub-heads : 

a.  COUPON  SPECIAL  DEPOSITS.    All  moneys  and  bank  credits  spe- 
cially deposited  in  the  hands  of  fiscal  or  other  agents  of  the  accounting 
company  for  the  payment  of  interest  coupons  when  presented.     Such 
coupons  when  paid  from  such  deposits  shall  be  credited  to  this  account 
and  charged  to  the  appropriate  matured  interest  account.    Payments  to 
trustees  (or  other  agents  of  the  holders  of  bonds  or  other  securities) 
of  the  interest  accrued  thereon  which  operate  under  the  terms  of  the 
securities  (or  of  mortgages  supporting  such  securities)  as  a  release  of 
the  paying  corporation  from  further  liability  from  such  interest  shall 
not  be  charged  to  this  account  but  to  the  appropriate  "  Interest  Ac- 
crued "  account. 

b.  DIVIDEND  SPECIAL  DEPOSITS.    All  moneys  and  bank  credits  spe- 
cially deposited  in  the  hands  of  the  fiscal  or  other  agent  of  the  account- 
ing company  for  the  payment  of  dividends  upon  its  stocks.     Such 
dividends  when  paid  from  such  deposit  shall  be  credited  to  this  account 
and  charged  to  the  appropriate  dividend  account. 

c.  MISCELLANEOUS  SPECIAL  DEPOSITS.  All  moneys  and  bank  credits 
deposited  in  the  hands  of  fiscal  or  other  agents  of  the  accounting  com- 
pany for  other  special  purposes  than  the  payment  of  interest  coupons 
and  dividends.     Charges  to  this  account  shall  specify  the  purpose  for 
which  deposit  is  made.    When  such  purposes  are  satisfied,  this  account 
shall  be  credited  with  the  amount  specially  deposited  to  provide  such 
satisfaction. 

NOTE. — This  account  shall  not  include  any  assets  available  for  general  cor- 
porate purposes. 
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131.  UNAMORTIZED  DEBT  DISCOUNT  AND  EXPENSE. 
This  account  shall  include  the  total  of  the  net  debit  balances  repre- 
senting the  discount  and  expense  in  connection  with  the  issuance  of 
each  class  of  the  accounting  company's  long  term  debt  (See  "  Balance 
Sheet  Accounts — General   Instructions  and  Definitions,"   Section   12, 
Page  6). 

132.  PROPERTY  ABANDONED. 

This  account  is  intended  as  a  suspense  account  which  shall  include 
the  retirement  loss  (i.  e.,  the  original  cost,  estimated  if  not  known,  plus 
cost  of  dismantling,  less  salvage)  on  property  destroyed  or  abandoned 
because  of  replacement,  of  obsolescence,  of  an  extraordinary  casualty, 
or  for  any  other  reason,  when  such  loss  has  not  been  provided  for  in 
advance  through  a  reserve.  Charges  to  this  account  shall  be  made  only 
with  the  permission  of  the  regulatory  commission,  and  the  amount  so 
charged  shall  be  amortized  through  annual  or  more  frequent  charges 
over  a  definitely  determined  period  to  such  accounts  as  shall  be  proper. 
Application  to  the  commission  for  permission  to  use  this  account  shall 
give  full  particulars  concerning  the  property  abandoned  or  retired,  the 
reasons  for  its  retirement,  the  accounts  through  which  it  is  proposed  to 
amortize  the  retirement  loss,  and  the  future  period  over  which,  in  the 
judgment  of  the  company  making  the  application,  the  amount  of  such 
charge  should  be  distributed. 

133.  JOBBING  ACCOUNTS. 

This  account  shall  include  the  balances  in  accounts  with  customers 
or  others  for  jobbing  work  not  completed  at  the  date  as  of  which  the 
balance  sheet  is  stated.  Such  accounts,  when  work  is  completed  and 
charges  made,  shall  be  cleared  by  charges  to  accounts  receivable. 

134.  CLEARING  OR  APPORTIONMENT  ACCOUNTS. 

This  account  shall  include  the  balances  in  accounts  maintained  to 
carry  temporarily  the  cost  of  operating  such  facilities  as  garages, 
stables,  storehouses,  etc.,  and  also  overhead  or  burden  costs  such  as  it 
is  desirable  shall  be  apportioned  over  the_  construction  and  operating 
accounts  involved. 

The  charges  to  operating  accounts  and  the  credits  to  these  accounts 
should,  unless  there  is  some  good  reason  to  the  contrary,  be  so  dis- 
tributed that  the  costs  for  any  one  year  will  be  absorbed  by  the  trans- 
actions occurring  during  that  year. 

135.  WORK  IN  PROGRESS. 

This  account  shall  include  the  total  of  the  balances  in  open  "  work 
order  "  or  "  job  order  "  accounts  for  work  in  progress,  or  in  suspense 
accounts  to  which  the  cost  of  construction  or  maintenance  work  is 
temporarily  charged  pending  its  final  distribution  to  the  appropriate 
fixed  capital  or  operating  expense  accounts. 

NOTE. — Charges  for  additions  to  fixed  capital  not  involving  replacements,  or 
for  improvements  which  necessitate  retirements  or  reconstruction  of  existing 
property  when  full  credits  have  been  made  in  advance  to  fixed  capital  accounts 
to  cover  the  ledger  cost  of  property  retired,  may  be  carried  in  fixed  capital 
account  No.  359,  "  Unfinished  Construction,"  which  see. 
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136.     MISCELLANEOUS  SUSPENSE. 

This  account  shall  include  all  debits  not  elsewhere  provided  for,  the 
proper  final  disposition  of  which  is  uncertain.  This  will  include  the 
cost  of  tentative  or  preliminary  surveys,  designs  and  investigations 
made  for  determining  the  feasibility  of  projects  under  contemplation. 
If  the  project  is  thereafter  definitely  undertaken,  such  amount  shall  be 
credited  to  this  account  and  charged  to  the  proper  work  order,  fixed 
capital,  or  other  account.  If  the  project  is  abandoned,  the  cost  of  the 
preliminary  investigation  shall  be  charged  to  the  appropriate  operating 
expense  or  other  account.  Whenever  the  proper  disposition  of  any 
matter  charged  to  this  account  is  determined,  it  shall  be  credited  to 
this  account  and  charged  to  the  appropriate  account. 

141.  DISCOUNT  ON  CAPITAL  STOCK. 

This  account  shall  include  the  total  of  the  net  debit  balances  repre- 
senting the  discount  on  capital  stock  issued  or  assumed  by  the  account- 
ing company  (see  "  Balance  Sheet  Accounts — General  Instructions 
and  Definitions,"  Section  11,  Page  5). 

142.  REACQUIRED  SECURITIES. 

When  securities,  whether  debt  or  stocks,  have  been  actually  issued 
by  the  accounting  company  to  bona  fide  holders  for  value  (or  after 
such  issue  by  another  corporation  have  been  assumed  by  the  account- 
ing company)  and  after  such  issue  (or  assumption)  have  been  acquired 
by  the  accounting  company  under  circumstances  which  require  that 
they  shall  not  be  treated  as  paid  or  retired,  they  shall  be  charged  at 
face  value  to  this  account.  If  the  price  at  which  such  securities  have 
been  reacquired  is  greater  or  less  than  the  par  or  face  value,  the  dif- 
ference shall  be  adjusted  through  Profit  and  Loss  or  through  the 
appropriate  discount  or  premium  account. 

NOTE  A. — This  account  shall  not  include  securities  that  are  merely  guaranteed. 

NOTE  B. — This  account  shall  not  include  any  securities  held  in  sinking  and 
other  reserve  funds. 


143.    TREASURY  SECURITIES. 

This  account  shall  include  the  par  value  of  securities  which  have 
been  nominally  but  not  actually  issued  by  the  accounting  company.  For 
definition  of  the  term  "  Nominal  issue  "  see  note  under  account  No. 
201,  "Capital  Stock,"  and  Note  B  under  account  No.  211,  "Long 
Term  Debt." 


150.     PROFIT  AND  LOSS.— DEFICIT. 

Under  this  head  shall  be  shown  the  debit  balance,  if  any,  in  the 
Profit  and  Loss  account.  (See  "Profit  and  Loss  Account— General 
Instructions  and  Definitions."  Section  1,  Page  60). 
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201.     CAPITAL  STOCK. 

This  account  shall  include  the  items  described  under  the  following 
sub-heads : 

a.  FULL  PAID  STOCK.     This  covers  the  total  par  value  of  stocks  or 
receipts  issued  to  represent  permanent  full-paid  interests  in  the  account- 
ing company,  or  interests  which,  if  terminable,  are  so  only  at  the 
option  of  the  company.     By  "  Full  paid  interest "  is  meant  an  interest 
in  which  the  full  amount  of  the  subscription  has  been  paid  in. 

b.  INSTALMENTS  PAID  ON  STOCK  SUBSCRIPTIONS.     This  covers  the 
amount  of  instalments  paid  on  subscriptions  for  capital  stock.     When 
the  full  amount  of  the  subscription  has  been  paid  and  certificates  of 
stock  are  issued  therefor  this  account  shall  be  cleared  and  the  par 
value  of  the  stock  so  issued  shall  be  credited  to  the  account  appro- 
priate for  such  stock. 

c.  STOCK  LIABILITY  FOR  CONVERSION.     This  covers  the  accounting 
company's  liability  under  agreements  to  exchange  its  capital  stock  for 
the  outstanding  securities  of  companies  whose  physical  property  has 
been  acquired  under  such  agreements,  but  whose  securities  have  not 
yet  been  surrendered  for  exchange. 

The  records  shall  be  so  kept  that  stocks  of  different  classes  may  be 
separately  shown.  The  following  is  the  most  important  classification  of 
stock : 

(a)  Common  stock:     Stock  which  has  no  preference  in  the  dis- 
tribution of  dividends. 

(b)  Preferred  Stock:     Stock  having  preference  in  the  distribution 
of  dividends. 

(c)  Debenture   Stock:     Stock   issued  under  a  contract  to   pay  a 
specified  return  at  specified  intervals. 

Preferred  stock  may  be  further  classified  as  first  preferred,  second 
preferred,  etc.;  or  as  cwmulatvue  or  non-cumulative;  or  as  participating 
or  non-participating.  First  Preferred  stocks  are  those  which  have  the 
first  claim  upon  such  dividends  as  may  be  distributed;  a  claim  upon 
dividends  taking  precedence  over  the  claim  of  common  stock  but 
inferior  to  the  first  preferred  stock  may  be  represented  by  sec'ond 
preferred  stock,  and  so  on.  Stock  is  cumulative  if  the  amount  by 
which  the  dividend  at  any  dividend  period  fails  to  reach  a  stipulated 
dividend  rate  is  carried  forward  to  continue  as  a  claim  upon  the 
dividend  fund  until  satisfied.  Stock  is  non-cumulative  if  such  amount 
lapses.  Stock  is  participating  if  it  is  not  limited  to  a  stipulated  rate  in 
the  amount  of  dividends  which  it  may  receive  but  is  entitled  to  partici- 
pate, in  accordance  with  the  terms  of  the  contract  under  which  it  is 
issued,  in  further  dividends.  It  is  non-participating  if  it  is  limited  to  a 
stipulated  rate. 

Stocks  may  differ  also  with  respect  to  voting  provisions  and  con- 
ditions under  which  they  may  be  retired.  A  separate  ledger  account 
should  be  maintained  for  each  class  of  stock  issued,  and  no  two  stocks 
shall  be  considered  of  the  same  class  unless  they  are  equal  in  their 
interest  or  dividend  rights,  their  voting  rights,  and  the  conditions  under 
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which  they  may  be  retired.  The  characteristics  of  any  class  of  stocks 
in  these  three  regards  shall  be  designated  in  the  title  of  the  account 
raised  to  cover  such  stocks  and  shall  be  clearly  expressed  in  the  first 
entry  of  such  account.  To  the  account  for  any  class  of  stock  shall  be 
credited,  when  issued,  the  par  value  of  the  amount  of  stock  of  that  class 
issued.  If  such  issue  is  for  money,  that  fact  shall  be  stated;  and  if  for 
any  other  consideration  than  money,  the  person  to  whom  issued  shall 
be  designated  and  the  consideration  for  which  issued  shall  be  described 
with  sufficient  particularity  to  identify  it;  if  such  issue  is  to  the 
treasurer  or  other  agent  of  the  corporation  to  be  by  him  disposed 
of  for  the  benefit  of  the  corporation,  that  fact,  and  the  name  of  such 
agent,  shall  be  shown;  and  such  agent  shall,  in  his  account  of  the 
disposition  thereof,  show  the  like  details  concerning  the  consideration 
realized  thereon,  which  account,  when  accepted  by  the  corporation, 
shall  be  preserved  as  a  corporate  record.  If  the  fair  cash  value  of  the 
consideration  realized  upon  the  issue  of  any  amount  of  stock  is 
greater  than  the  par  value  of  such  stock  and  accrued  dividends,  if 
any,  expressed  in  the  contract  of  issue,  the  excess  shall  be  credited  to 
account  No.  202,  "  Premium  on  Capital  Stock,"-  and  corresponding 
reference  thereto  shall  be  contained  in  the  entry  relating  to  such  stock 
in  the  stock  account. 

For  each  class  of  stock  the  records  shall  also  show  plainly  the  par 
value  of  (1)  certificates  issued  and  actually  outstanding,  being  those 
not  held  by  the  company,  its  agents  or  trustees,  or  subject  to  its  control ; 
and  (2)  certificates  pledged  and  unpledged  held  in  the  company's 
treasury,  by  its  agents  or  trustees,  or  otherwise  subject  to  its  control, 
including  both  those  acquired  after  actual  issue  and  those  nominally 
but  never  actually  issued. 

NOTE  A. — Capital  stock  is  considered  nominally  issued  when  certificates  are 
signed  and  sealed  and  placed  with  the  proper  officer  for  sale  and  delivery,  or 
pledged,  or  otherwise  placed  in  some  special  fund  of  the  accounting  company. 
It  is  considered  to  be  actually  issued  when  it  has  been  sold  to  a  bona,  fide  pur- 
chaser for  a  valuable  consideration,  and  such  purchaser  holds  it  free  from  all 
control  by  the  accounting  company.  All  capital  stock  actually  issued  and  not 
reacquired  by  or  for  the  accounting  company  is  considered  to  be  actually  out- 
standing. If  reacquired  by  or  for  the  accounting  company,  under  such  ircum- 
stances  as  require  it  to  be  held  alive  and  not  canceled  or  retired,  it  is  considered 
to  be  nominally  outstanding. 

NOTE  B. — When  stock  without  par  value  is  issued  the  actual  money  value  of 
the  consideration  realized  from  the  issue  should  be  credited  to  the  account 
representing  that  particular  class  of  stock. 

202.     PREMIUM  ON  CAPITAL  STOCK. 

This  account  shall  include  the  excess  of  the  actual  money  value  (at 
the  time  of  issue  of  the  stock)  of  the  consideration  received  for  such 
issue  over  the  par  value  of  the  amount  of  stock  issued  and  accrued 
dividends,  if  any,  expressed  in  the  contract  of  issue.  If  the  stock 
is  issued  by  the  corporation  to  its  treasurer  or  other  agent,  the  excess 
of  the  actual  money  value  of  the  consideration  obtained  by  such  agent 
in  exchange  for  such  stock  over  the  par  value  and  accrued  dividends 
thereof  shall  be  considered  the  premium  realized.  A  separate  ledger 
account  shall  be  maintained  for  each  class  of  stock  as  distinguished 
according  to  the  text  of  account  No.  201  preceding.  Entries  in  these 
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accounts  shall  be  carried  therein  until  offset  by  credits  to  Profit  and 
Loss  upon  reacquisition  of  the  stock  or  by  credits  to  "  Cash  "  or 
similar  account  in  case  the  corporation  is  permitted  and  elects  to  dis- 
tribute to  its  stockholders  all  or  any  part  of  the  premium  realized  on  its 
stock. 

211.     LONG  TERM  DEBT. 

This  account  shall  include  the  total  par  value  of  all  debt  except 
receiver's  certificates  and  advances  from  affiliated  companies  (for 
which  see  below)  which  by  the  terms  of  its  creation  does  not  mature 
until  more  than  one  year  after  date  of  creation.  This  covers  bonds, 
notes,  mortgage  certificates,  and  all  other  forms  of  acknowledging 
indebtedness. 

The  records  shall  be  so  kept  that  long  term  debt  of  different  classes 
may  be  separately  shown.  The  most  important  classification  is  that 
based- upon  the  nature  of  the  lien  or  security  as  follows: 

(a)  Mortgage  Bonds :  Bonds  secured  by  a  lien  on  physical  property 
and  not  includible  in  the  other  subdivisions  of  this  account. 

(b)  Collateral  Trust  Bonds :  Bonds  and  notes  having  a  date  of 
maturity  of  more  than  one  year  after  date  of  issue  secured  by  a  lien 
on  securities  or  other  commercial  paper;  also  stock  trust  certificates 
that  are  similar  in  character  to  collateral  trust  bonds. 

(c)  Income   Bonds:   Bonds   which   are   a   lien   on   the   accounting 
company's  revenue  alone,  or  bonds  which,  while  being  a  lien  on  its 
property  and  franchises,  can  claim  payment  of  interest  only  in  case 
interest  is  earned. 

(d)  Equipment  Obligations :    Equipment   bonds,    equipment   notes- 
or  other  obligations  secured  by  lien  on  specific  equipment. 

(e)  Miscellaneous  Obligations:  All  long  term  obligations  not  pro- 
vided for  in  the   four  preceding  classes,  including  notes,  unsecured 
certificates  of  indebtedness,  debenture  bonds,  plain  bonds,  real  estate 
mortgages  executed  or  assumed,  and  other  similar  obligations  maturing 
more  than  one  year  after  date  of  issue. 

(f)  Receipts  Outstanding  for  Long  Term  Debt:  Receipts  for  pay- 
ment on  account  of  long  term  debt  securities.     When  the  securities 
are  issued  for  amounts  so  paid,  the  face  value  shall  be  included  in  the 
account  covering  the  class  of  funded  debt  for  which  the  securities  are 
issued. 

Long  term  debt  may  differ  also  with  respect  to  rates  of  interest, 
interest  dates,  and  date  of  maturity.  Separate  ledger  accounts  shall  be 
maintained  for  each  class  of  long  term  debt,  and  no  two  amounts  of 
debt  not  agreeing  in  respect  of  all  four  of  the  characteristics  above 
named  shall  be  included  in  the  same  ledger  account,  except  that  part 
of  any  long  term  debt  issue  agreeing  in  other  characteristics,  but 
maturing  serially  may  be  treated  as  of  the  same  class.  The  title  of 
each  ledger  account  for  long  term  debt  shall  express  the  four  char- 
acteristics above  stated,  that  is  to  say,  mortgage  or  other  lien  or 
security,  rate  of  interest,  dates  of  maturity  of  interest,  and  date  of 
maturity  of  principal :  as,  e.  g.,  "  First  Mortgage  5  per  cent.  Q.  F.  10, 
August  10,  1928,"  which  means  a  debt  secured  by  the  company's  first 
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mortgage,  bearing  interest  at  the  rate  of  5  per  cent,  per  annum, 
interest  maturing  quarterly  on  February  10,  May  10,  August  10,  and 
November  10  of  each  year,  principal  maturing  August  10,  1928. 

For  each  class  of  long  term  debt  the  records  shall  also  show  plainly 
(1)  the  par  value  of  certificates  or  other  evidences  of  debt  issued  and 
actually  outstanding,  being  those  not  held  by  the  company,  its  agents  or 
trustees,  or  subject  to  its  control;  and  (2)  the  par  value  of  certificates 
or  other  evidences  of  debt  pledged  or  unpledged  held  in  the  company's 
treasury,  held  by  its  agents  or  trustees,  or  otherwise  subject  to  its 
control ;  including  both  those  reacquired  after  actual  issue  and  those 
nominally  but  never  actually  issued. 

NOTE  A. — Securities  maturing  one  year  or  less  from  date  of  issue  shall  be 
included  in  account  No.  221,  "  Notes  Payable."  Matured  long  term  debt  shall 
be  included  in  account  No.  226,  "  Matured  Long  Term  Debt  Unpaid." 

NOTE  B. — Long  term  debt  securities  are  considered  to  be  nominally  issued 
when  certified  by  trustee  and  placed  with  the  proper  officer  for  sale  and  delivery, 
or  pledged  or  otherwise  placed  in  some  special  fund  of  the  accounting  company. 
They  are  considered  to  be  actually  issued  when  they  have  been  sold  to  a  bona  fide 
purchaser  for  a  valuable  consideration  and  such  purchaser  holds  them  free  from 
all  control  by  the  accounting  company.  All  securities  actually  issued  and  not 
reacquired  and  held  by  or  for  the  accounting  company  under  such  circumstances 
as  require  them  to  be  considered  as  held  alive  and  not  cancelled  or  retired  are 
considered  to  be  actually  outstanding.  If  reacquired  by  or  for  the  accounting 
company,  under  such  circumstances  as  require  them  to  be  considered  as  held 
alive  and  not  cancelled  or  retired,  they  are  considered  to  be  nominally  outstand- 
ing. 

212.    RECEIVER'S  CERTIFICATES. 

When  any  receiver,  acting  under  the  orders  of  a  competent  court,  is 
in  possession  of  the  property  of  a  corporation,  and  under  the  orders  of 
such  court  issues  certificates  of  indebtedness  chargeable  upon  such 
property,  the  par  value  of  such  certificates  shall  be  included  in  this 
account. 

NOTE — Separate  sub-accounts  shall  be  maintained  for  receiver's  certificates 
which  mature  in  more  than  one  year  and  those  which  mature  in  one  year  or  less 
from  date  of  issue. 

221.  NOTES  PAYABLE. 

This  account  shall  include  the  balances  representing  outstanding 
obligations  in  the  form  of  notes,  drafts,  acceptances,  or  other  similar 
evidences  of  indebtedness  payable  on  demand  or  within  a  time  not 
exceeding  one  year  from  date  of  issue. 

NOTE — Secured  notes  and  time  loans  payable  more  than  one  year  from  date 
of  issue  shall  be  included  in  account  No.  211,  "Long  Term  Debt." 

222.  ACCOUNTS  PAYABLE. 

This  account  shall  include  the  amount  of  audited  vouchers  or 
accounts  and  audited  pay  rolls  unpaid  on  the  date  of  the  balance  sheet ; 
also  balances  representing  unclaimed  wages  and  outstanding  pay  and 
time  or  discharge  checks  issued  in  payment  of  wages,  open  accounts 
with  other  companies,  except  such  as  are  includible  under  account  No. 
241,  "  Advances  From  Affiliated  Companies,"  and  similar  items. 
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223.  CONSUMERS'  DEPOSITS. 

This  account  shall  include  the  amounts  deposited  with  the  account- 
ing company  by  consumers  as  security  for  the  payment  of  bills.  De- 
posits refunded  shall  be  charged  to  this  account  and  credited  to  "Cash" 
or  to  account  No.  125,  "  Miscellaneous  Special  Funds,"  if  a  special  fund 
for  such  deposits  is  maintained.  Deposits  applicable  to  uncollectible  or 
worthless  bills  shall,  at  the  close  of  the  fiscal  year  (or  earlier  at  the 
option  of  the  accounting  company)  be  credited  to  the  account  of  the 
consumer  involved  and  debited  to  this  account. 

224.  MATURED  INTEREST  UNPAID. 

This  account  shall  include  the  amount  of  matured  and  unpaid  inter- 
est on  debt  of  the  accounting  company  except  where  such  interest  is 
added  to  the  face  of  the  principal  as  is  the  usual  case  with  judgments 
and  sometimes  with  advances  from  affiliated  companies. 

225.  DIVIDENDS  DECLARED. 

This  account  shall  include  the  amount  of  any  dividends  which  have 
been  declared,  but  not  paid.  Dividends  shall  be  credited  to  this  ac- 
count as  of  the  day  upon  which  they  become  a  liability  of  the  accounting 
company  (which  is  generally  the  date  upon  which  they  are  declared) 
and  when  paid  shall  be  charged  to  this  account  and  credited  to  "  Cash  " 
or  other  suitable  account. 

226.  MATURED  LONG  TERM  DEBT  UNPAID. 

This  account  shall  include  the  amount  of  long  term  debt  matured 
and  unpaid  without  specific  agreement  for  extension  as  to  time  of  pay- 
ment, including  unpresented  bonds  drawn  for  redemption  through  the 
operation  of  sinking  and  redemption  fund  agreements. 

NOTE. — Real  estate  mortgages  whose  nominal  maturity  has  been  reached  but 
which,  by  mutual  agreement  between  mortgagee  and  mortgagor,  are  continued 
indefinitely  as  obligations  of  the  accounting  company  need  not  be  transferred 
to  this  account,  but  may  continue  to  be  carried  in  account  No.  211,  "Long  Term 
Debt." 

227.  MISCELLANEOUS  CURRENT  LIABILITIES. 

This  account  shall  include  the  balances  in  all  open  accounts  repre- 
senting current  liabilities  not  specifically  provided  for  in  the  foregoing 
accounts. 

231.    TAXES  ACCRUED. 

This  account  shall  include  the  amount  of  taxes  accrued  and  properly 
charged  against  income  or  other  accounts  in  excess  of  the  amount  of 
taxes  paid  as  shown  by  the  credit  balance  in  the  tax  liability  account. 

An  open  account  entitled  "  Tax  Liability  Account "  shall  be  raised, 
and  to  it  shall  be  credited  at  the  close  of  each  accounting  period  taxes 
accrued  during  the  period,  corresponding  debits  being  made  to  the 
appropriate  accounts  for  tax  charges.  Such  credits  will  necessarily 
be  based  upon  estimate,  but  from  time  to  time  during  the  year  as  the 
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actual  tax  levies  become  known,  the  amount  of  the  periodic  credits 
shall  Be  adjusted  so  as  to  include  as  nearly  as  may  be  possible  in  each 
year  the  taxes  applicable  thereto.  When  any  tax  is  paid,  it  shall  be 
charged  to  the  "  Tax  Liability  Account "  and  credited  to  "  Cash  "  or 
other  suitable  account.  A  debit  balance  in  the  "  Tax  Liability  Ac- 
count "  due  to  the  prepayment  of  taxes  applicable  to  the  period  subse- 
quent to  the  date  of  the  balance  sheet  shall  be  shown  under  account 
No.  116,  "  Prepayments,"  while  a  credit  balance  shall  be  shown  under 
account  No.  231,  "  Taxes  Accrued." 

NOTE. — In  its  annual  reports  the  accounting  company  may  be  required  to  state 
separately  its  liability  for  taxes  overdue  and  unpaid,  i.  e.,  such  taxes  as  have  not 
been  paid  at  the  date  specified  for  such  payment  or  after  the  expiration  of  such 
additional  period  as  may  be  allowed  by  the  tax-levying  authority  before  penalty 
for  non-payment  or  delayed  payment  becomes  effective.  Overdue  taxes  include 
those  unpaid  because  of  litigation  or  dispute. 

232.  INTEREST  ACCRUED. 

This  account  shall  include  the  amount  of  interest  on  all  indebtedness 
of  the  accounting  company  except  where  such  interest  is  added  to  the 
face  of  the  principal  as  is  the  usual  case  with  judgments  and  sometimes 
with  advances  from  affiliated  companies  accrued  to  the  date  of  the 
balance  sheet  but  not  payable  until  after  that  date.  When  such  interest 
is  paid,  it  shall  be  charged  to  this  account  and  credited  to  "  Cash  "  or 
other  suitable  account.  Separate  sub-accounts  shall  be  maintained  for 
each  item  of  indebtedness. 

When  interest  matures  without  being  paid,  it  shall  be  charged  to  this 
account  and  credited  to  account  No.  224,  "  Matured  Interest  Unpaid." 
Payments  to  trustees  (or  other  agents)  of  the  holders  of  bonds  or 
other  securities  of  the  interest  accrued  thereon  which  operate  under 
the  terms  of  the  securities  (or  of  mortgages  supporting  such  securi- 
ties) as  a  release  of  the  paying  company  from  further  liability  for  such 
interest  shall  be  considered  equivalent  to  payments  of  interest  made 
direct  to  bondholders  and  such  interest  shall  not  be  credited  to  "  Ma- 
tured Interest  Unpaid." 

The  interest  accrued  upon  any  judgment  against  the  accounting 
company  shall  not  be  credited  to  this  account,  but  to  the  account  to 
which  such  judgment  stands  credited. 

233.  MISCELLANEOUS  ACCRUED  LIABILITIES. 

"  This  account  shall  include  the  balances  in  all  accounts  representing 
accrued  liabilities  other  than  interest  or  taxes. 

241.     ADVANCES  FROM  AFFILIATED  COMPANIES. 

This  account  shall  include  the  par  value  of  non-negotiable  notes  due 
to  affiliated  companies,  credit  balances  in  open  accounts  with  such 
companies  other  than  credit  balances  in  credit  accounts  classable  as 
current  liabilities,  and  interest  accrued  on  notes  and  open  accounts 
included  in  this  account  when  such  interest  is  not  subject  to  current 
settlement.  Two  companies  are  affiliated  if  either  one  controls  the 
policy  of  the  other,  or  if  both  are  subject  to  the  same  control. 
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This  account  shall  be  subdivided  as  follows: 

a.  Notes,  including  both  time  and  demand  notes ; 

b.  Open  accounts  not  subject  to  current  settlement; 

c.  Interest  accrued  on  amounts  included  in  this  account  when  not 
subject  to  current  settlement. 

Accounts  with  affiliated  companies  which  are  subject  to  current  settle- 
ment, such  as  charges  for  materials  and  supplies  currently  furnished, 
charges  for  repairs  to  equipment,  etc.,  shall  be  classed  as  current 
assets  or  current  liabilities  as  may  be  appropriate.  Negotiable  notes 
due  to  affiliated  companies  shall  not  be  included  in  this  account  but  in 
account  No.  221,  "  Notes  Payable." 

251.    RETIREMENT  RESERVE. 

To  this  account  shall  be  credited  such  amounts  as  are  charged  to  the 
Operating  Expense  Account,  "  Retirement  Expense,"  to  cover  the 
retirement  loss  represented  by  the  excess  of  the  original  cost,  plus 
cost  of  dismantling,  over  the  salvage  value  of  fixed  capital  retired  from 
service ;  to  this  account  shall  also  be  credited  such  amounts  as  may  be 
appropriated  from  surplus  for  a  similar  purpose.  When  any  fixed 
capital  is  retired  from  service,  the  original  cost  thereof  (estimated  if 
not  known,  and  where  estimated,  the  facts  on  which  the  estimate  is 
based  should  be  stated  in  the  entry)  should  be  credited  to  the  proper 
fixed  capital  account  and  charged,  plus  the  cost  of  retirement,  less 
salvage,  to  this  account.  If  the  credit  balance  in  this  account  is  insuffi- 
cient to  cover  the  retirement  loss,  the  excess  over  the  balance  contained 
in  the  reserve  shall  with  the  consent  of  the  regulatory  commission  be 
charged  to  account  No.  132,  "  Property  Abandoned,"  which  see,  or 
other  appropriate  account. 

The  losses  which  this  account  is  intended  to  cover  are  those  incident 
to  important  retirements  of  buildings,  of  large  sections  of  continuous 
structures,  like  electric  line,  or  of  definitely  identifiable  units  of  plant 
or  equipment,  and  the  object  of  the  account  is  that  the  burden  of  such 
losses  may  be  as  nearly  as  is  practicable  equalized  from  year  to  year. 

NOTE  A. — When  property  is  retired  whose  ledger  value  has  been  reduced  below 
original  cost,  only  the  remaining  ledger  value  shall  be  written  off  as  retirement 
loss. 

NOTE  B. — When  any  property  is  retired  whose  ledger  value  is  greater  than  the 
known  or  estimated  cost,  such  excess  shall  be  charged  to  Profit  and  Loss. 

NOTE  C. — If  any  property  is  sold  for  more  than  its  original  cost,  the  excess 
of  its  selling  price  over  the  cost  of  the  property  plus  the  cost  of  dismantling  and 
selling,  shall  be  credited  to  this  account. 

NOTE  D. — If  the  accounting  company  has,  previous  to  the  effective  date  of 
this  uniform  classification  of  accounts,  maintained  a  reserve  under  some  other 
title  such  as  "  Depreciation  Reserve "  for  the  purpose  of  equalizing  retirement 
losses,  the  balance  in  such  reserve,  as  at  the  effective  date  of  this  classification, 
shall  be  transferred  to  this  account. 


22  BALANCE   SHEET   ACCOUNTS 

252.  CASUALTY  AND  INSURANCE  RESERVE. 

When  any  admitted  liability  arises  because  of  loss  or  damage  to 
the  property  of  others,  or  of  injuries  to  employees  or  other  persons, 
the  amount  of  liability  may  (if  not  previously  provided  for  by  insur- 
ance or  self-insurance),  be  charged  to  the  appropriate  operating  expense 
or  other  accounts  and  credited  to  this  account  against  which  (in  such 
case)  the  actual  cost  of  satisfaction  of  the  liability  shall  be  charged 
when  the  matter  is  determined.  If  the  extent  of  the  liability  can  not 
be  ascertained  promptly  after  the  liability  arises,  it  may  be  estimated 
as  accurately  as  practicable  for  the  purpose  of  determining  the  imme- 
diate charge  to  the  expense  or  other  appropriate  account,  in  which 
case  the  matter  shall  be  adjusted  when  the  extent  of  the  liability  is 
definitely  ascertained.  If  the  loss  is  of  such  character  that  it  is  in 
whole  or  in  part  indemnifiable  under  any  contract  of  insurance  carried 
by  the  accounting  company,  the  indemnifiable  portion  of  the  loss  shall 
be  charged  to  the  insurer  and  credited  to  "  Casualty  and  Insurance 
Reserve."  This  account  shall  also  include  the  amounts  charged  to  the 
operating  expense  account  "  Insurance  "  to  cover  self-carried  risks. 

253.  UNAMORTIZED  PREMIUM  ON  DEBT. 

When  long  term  debt  securities  or  other  evidences  of  indebtedness 
are  disposed  of  for  a  consideration  whose  cash  value  (exclusive  of 
accrued  interest)  is  greater  than  the  par  value  of  such  securities  or 
other  evidences  of  indebtedness,  the  excess  of  such  cash  value  of  the 
consideration  received  over  the  par  value  of  the  securities  or  other 
evidences  of  indebtedness  shall  be  credited  to  this  account.  At  regular 
accounting  intervals  thereafter  a  proper  portion  of  such  premium, 
based  upon  the  life  of  the  security  or  other  evidence  of  indebtedness 
to  maturity,  shall  be  charged  to  this  account  and  credited  to  account 
No.  434,  "  Amortization  of  Premium  on  Debt,"  in  the  income  account. 

254.  SINKING  FUND  RESERVES. 

This  account  shall  include  the  net  balances  in  accounts  to  which  are 
credited,  in  accordance  with  the  requirement  of  mortgages  and  other 
contracts,  or  by  action  of  the  company's  directors,  definite  appropria- 
tions of  income  and  surplus  whether  held  in  general  funds  or  specifically 
set  aside  in  the  hands  of  trustees,  for  the  purpose  of  retiring  or  redeem- 
ing bonds  or  other  obligations  of  the  accounting  company.  It  shall 
also  include  such  accretions  from  the  investment  of  funds  specifically 
set  aside  for  the  above  described  purpose  as  are  required  to  be  added 
to  the  reserve. 

When  the  debt  which  the  sinking  fund  is  created  to  redeem  matures 
and  the  fund  has  accomplished  its  purpose,  the  balance  in  the  reserve 
shall  be  charged  to  this  account  and  credited  to  Profit  and  Loss.  If 
the  mortgage  or  other  obligation  permits,  the  par  value  of  bonds  or 
other  evidences  of  indebtedness  issued  or  assumed  by  the  accounting 
company  which  are  reacquired  through  the  operations  of  a  sinking 
fund  may  be  charged  to  this  account  and  credited  to  Profit  and  Loss 
when  and  as  such  bonds  or  other  evidences  of  indebtedness  are 
acquired. 
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255.  CONTRIBUTIONS  FOR  EXTENSIONS. 

To  this  account  shall  be  credited  contributions  in  money  or  property 
made  to  the  accounting  company  for  the  purpose  of  assuming  the 
burden  or  any  part  of  the  burden  represented  by  the  investment  neces- 
sary for  the  establishment  or  extension  of  services  rendered  by  the 
company.  This  covers  such  items  as  contributions  toward  the  cost  of 
line  extensions  in  sparsely  settled  territory  made  by  consumers,  either 
voluntarily  or  when  reasonably  required  by  the  company  as  a  condition 
of  giving  the  desired  service,  and  the  cost  of  services  to  which  the 
company  has  title,  in  so  far  as  such  cost  is  borne  by  the  consumer;  it 
also  covers  grants  from  municipal  or  other  governmental  bodies  or 
contributions  from  chambers  of  commerce  and  similar  organizations 
made  with  the  object  of  establishing  a  new  service  in  the  community 
by  assuming  part  of  the  investment  cost  of  the  enterprise. 

NOTE. — This  does  not  include  advances  for  the  construction  of  extensions 
which  are  ultimately  to  be  repaid  the  consumer. 

256.  CONTINGENCY  RESERVE. 

This  account  shall  include  such  amounts  as  the  accounting  company 
may  desire  or  set  aside  to  provide  against  unforeseen  contingencies. 

257.  MISCELLANEOUS  RESERVES. 

This  account  shall  include  the  balances  in  all  reserves  other  than 
those  provided  for  in  the  six  preceding  accounts.  (A  description  of 
each  such  reserve,  giving  the  purpose  for  which  it  is  created  and  a 
summary  of  debits  and  credits  thereto  during  the  year,  may  be  re- 
quired in  annual  reports  to  the  regulatory  commission.) 

NOTE. — If  the  accounting  company  maintains  operating  reserves  for  the  pur- 
pose of  equalizing  expenses  from  month  to  month,  such  reserve  shall  be  cleared 
annually  unless  there  remains  a  credit  balance  due  to  the  non-completion  of 
maintenance  work  because  of  adverse  labor  conditions,  non-receipt  of  material, 
or  other  similar  reasons,  in  which  case  such  part  of  the  balance  as  is  applicable 
to  unfinished  work  may  be  carried  over  to  the  following  year.  Under  no  circum- 
stances shall  a  debit  balance  be  carried  over  the  year. 

261.     MISCELLANEOUS  UNADJUSTED  CREDITS. 

This  account  shall  include  the  amount  of  credit  balances  in  suspense 
accounts  that  can  not  be  entirely  cleared  and  disposed  of  until  addi- 
tional information  is  received. 

270.     PROFIT  AND  LOSS— SURPLUS'. 

Under  this  head  shall  be  shown  the  credit  balance  if  any,  in  the 
Profit  and  Loss  account.  (See  "Profit  and  Loss  Account — General 
Instructions  and  Definitions,"  Section  1,  Page  60). 
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FIXED  CAPITAL  ACCOUNTS 

Intangible  Fixed  Capital : 

301.  Organization 

302.  Franchises 

303.  Miscellaneous  intangible  capital 

Tangible  Fjxed  Capital : 

Specific  accounts: 

311.  Land 

a.  Steam  power  plant  land 

b.  Hydro-electric  power  plant  land 

c.  Gas  power  plant  land 

d.  Transmission  system  land 

e.  Storage  battery  land 

f.     Distribution  system  land 
g.     General  office  land 
h.     Miscellaneous  land  devoted  to  electric  operations : 

hi.     Stores  department  land 

h2.     General  shops  land 

h3.     Garage  land,  etc. 

312.  Structures 

a.  Steam  power  plant  structures 

b.  Hydro-electric  power  plant  structures 

c.  Gas  power  plant  structures 

d.  Transmission  system  structures 

e.  Storage  battery  structures 

f.  Distribution  system  structures 

g.  General  office  structures 

h.     Miscellaneous  structures  devoted  to  electric  operations 
hi.     Stores  department  structures 
h2.     General  shop  structures 
b.3.     Garage  structures,  etc. 

Generating  Plant — Steam 

313.  Boiler  plant  equipment 

314.  Prime  movers  and  auxiliaries — steam 

315.  Turbo-generator  units — steam 

316.  Electric  plant — steam 

317.  Miscellaneous  power  plant  equipment — steam 

Generating  Plant — Hydro-Electric 

318.  Reservoirs,  dams,  and  waterways 

319.  Roads,  trails,  and  bridges 

320.  Water  turbines  and  water-wheels 

321.  Turbo-generator  units — hydro 

322.  Electric  plant — hydro 

323.  Miscellaneous  power  plant  equipment — hydro 
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Generating  Plant — Gas 

324.  Gas  producers  and  accessories 

325.  Internal  combustion  engines 

326.  Electric  plant — gas 

327.  Miscellaneous  power  plant  equipment — Gas 

Conversion  and  Storage 

328.  Conversion  equipment 

329.  Storage  battery  equipment 

Transmission  and  Distribution 

330.  Underground  conduits 

331.  Poles,  towers,  and  fixtures 

332.  Overhead  conductors  and  devices 

333.  Underground  conductors 

334.  Services 

335.  Line  transformers  and  devices 

336.  Line  transformer  installation 

337.  Consumer's  meters 

338.  Meter  installation 

Consumers'  Installations 

339.  Commercial  lamps 

340.  Street  lighting  equipment 

341.  Electric  appliances 

General  Equipment 

342.  General  equipment 

a.  Office  equipment 

b.  Shop  equipment 

c.  Stores  equipment 

d.  Transportation  equipment 

e.  Telephone,  telegraph,  and  wireless  system 

f.  Laboratory  equipment 

g.  Miscellaneous  equipment 

343.  Miscellaneous  tangible  capital 

Overhead  costs  and  other  undistributed  items: 

351.  Engineering  and  superintendence 

352.  Law  expenditures  during  construction 

353.  Injuries  and  damages  during  construction 

354.  Taxes  during  construction 

355.  Interest  during  construction 

356.  Miscellaneous  construction  expenditures 

357.  Fixed  capital  not  classified  by  prescribed  accounts 

358.  Cost  of  plant  and  equipment  purchased 

359.  Unfinished  construction  ». 
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FIXED  CAPITAL  ACCOUNTS 

GENERAL  INSTRUCTIONS  AND  DEFINITIONS 

1.  Fixed  Capital  Defined.— By  the  fixed  capital  of  a  corporation 
is  meant  the  property,  both  tangible  and  intangible,  which  is  devoted  to 
the  accomplishment   of   the  principal   purposes   of   its  business   and 
which  has  an  expectation  of  li'f e  in  service  of  more  than  one  year  from 
date  of  installation  in  service. 

2.  Tangible  and  Intangible  Capital  and  Overhead  Costs. — Tan- 
gible  capital   covers   all   physical   property   classed   as   fixed   capital. 
Charges  to  specific  accounts  for  tangible  property  cover  direct  labor 
and  material  costs  up  to  and  including  the  time  of  the  foreman  super- 
vising the  job;  also  such  overhead  expenditures  for  engineering,  taxes 
during  construction,  etc.,  as  can  be  allocated  to  definite  items  of  prop- 
erty.    Charges  to  overhead  cost  accounts  should  cover  only  expendi- 
tures of  this  nature  which  pertain  to  the  enterprise  as  a  whole  and 
cannot  be  allocated  to  definite  items  of  property.     Intangible  capital 
covers   organization   expenditures,   and   rights,   privileges,   and   other 
property  not  physical,  such  as  franchises  or  patent  rights. 

So  far  as  possible  overhead  costs  should  be  assigned  or  apportioned 
to  particular  jobs  or  items  to  the  end  that  each  item  shall  bear  its  proper 
share  of  such  cost,  and  that  the  entire  cost  of  the  item,  both  direct  and 
overhead,  shall  be  deducted  from  the  fixed  capital  accounts  at  the  time 
of  its  retirement.  Certain  overhead  costs,  however,  which  clearly  per- 
tain to  the  entire  enterprise,  such  as  in  some  cases  engineering,  interest, 
etc.,  should  not  be  apportioned,  but  retained  in  the  appropriate  fixed 
capital  accounts  as  part  of  the  investment  cost  so  long  as  the  enterprise 
continues  under  the  form  in  which  it  started. 

These  instructions  should  not  be  interpreted  as  permitting  the  addi- 
tion to  fixed  capital  accounts  of  "arbitrary  percentages  to  cover  assumed 
overhead  costs,  but  only  as  requiring  the  assignment  or  apportionment 
to  particular  accounts  for  tangible  property  of  actual  and  necessary 
overhead  expenditures. 

3.  Fixed  Capital  to  be  entered  and  retained  on  Books  at  Cost. — 

All  charges  to  fixed  capital  accounts  shall  be  at  the  actual  cost  of  the 
property  acquired,  at  the  time  of  its  acquisition.  A  bona  fide  contract 
or  agreement  of  purchase  and  sale  between  entirely  separate  parties 
shall  be  prima  facie  evidence  of  actual  cost.  Each  item  of  property 
shall  be  carried  in  the  fixed  capital  accounts  at  no  more,  and  no  less, 
than  its  actual  cost  unless,  or  until,  such  property  is  abandoned, 
replaced,  reconstructed,  or  converted,  when  the  accounting  shall  be  as 
hereinafter  set  forth.  The  foregoing  shall  not,  however,  be  interpreted 
to  forbid  the  inclusion  in  account  No.  357  "Fixed  Capital  Not  Classi- 
fied by  Prescribed  Accounts  "  of  undistributed  book  values  which  have 
been  carried  prior  to  the  effective  date  of  a  prescribed  uniform  system 
of  accounts,  and  which  may  or  may  not  represent  the  actual  cost  of 
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property  in  service ;  but  the  inclusion  of  such  undistributed  book  values 
in  fixed  capital  accounts  shall  be  without  prejudice  to  any  future  deter- 
mination of  the  actual  cost  of  the  property.  The  term  "  cost  "  includes 
not  only  the  cost  of  labor,  material,  and  supplies  directly  employed  or 
consumed  in  the  construction  and  installation  of  fixed  capital,  but  also 
the  cost  of  preliminary  plans  and  surveys  and  such  portion  of  the 
expenses  for  engineering  and  plant  supervision  and  of  general  expenses 
as  may  be  chargeable  to  the  fixed  capital  accounts  under  an  equitable 
plan  for  apportionment  of  such  expenses. 

4.  First  Entries  Must  Enable   Identification. — Every  debit  or 
credit  to  a  fixed  capital  or  other  investment  account  must  be  made  in 
such  wise  as  to  be  readily  identified  with  the  particular  "item  of  property 
to  which  it  relates.     For  each  item  (or  project)  of  fixed  capital  or 
other  investment  the  records  shall  show  the  date  of  the  entry,  the  date 
of  acquisition  or  installation,  the  date  when  placed  in  service,  the  actual 
money  cost,  and  the  description  thereof  with  such  particularity  as  to 
make  possible  the  location  and  identification  thereof  (including,  in  case 
the  item  is  movable,  the  name  of  the  manufacturer  and  the  identifying 
mark  or  number,  if  any,  imprinted  thereon,  and  such  other  particulars 
as  may  be  necessary  for  identification).    Where  two  or  more  items  are 
acquired  under  a  single  undivided  contract,  the  entry  in  respect  of  each 
shall  refer  to  the  others  and  shall  state  the  entire  consideration,  and 
shall  also  state  the  portion  thereof  fairly  applicable  to  the  particular 
item  covered  by  the  entry.     When  any  item  of  capital  is  withdrawn 
from  service,  the  date  of  withdrawal  shall  be  included  in  the  with- 
drawal entry  relating  to  such  item. 

NOTE  A. — In  the  case  of  continuous  structures  like  electric  lines,  gas  mains,  etc., 
the  record  shall  be  itemized  to  the  extent  that  no  item  shall  contain  more  than 
one  operating  division  or  section  or  more  than  one  type  of  construction.  The 
entry  for  any  item  shall  so  specify  the  location  and  the  principal  physical  char- 
acteristics (such  as  size,  weight,  type,  etc.)  of  the  chief  constituent  parts  of  the 
item  that  identification  may  be  assured. 

NOTE  B. — The  date  when  an  item  of  fixed  capital  is  placed  in  service  may,  if 
preferred,  be  kept  in  the  engineering  records. 

5.  Application  of  Classification. — The  accounts  in  this  classifi- 
cation shall  include  all  expenditures  for  fixed  capital  regardless  of  the 
way  in  which  the  funds  for  the  construction  or  acquisition  have  been 
provided.     Such  expenditures  shall  not  be  charged  to  Operating  Ex- 
pense, Income,  Surplus,  or  to  special  funds  in  such  manner  as  to  exclude 
from  the  property  accounts  any  expenditure  for  fixed  capital. 

These  accounts  shall  also  include  the  necessary  credits  to  represent 
the  cost  originally  charged  to  them  of  property  or  equipment  abandoned, 
destroyed,  sold,  or  otherwise  retired  from  service.  Wherever  the  term 
original  cost  is  referred  to  in  this  classification,  and  such  cost  can  not 
be  ascertained,  an  estimate,  of  the  original  cost  shall  be  used. 

6.  Salvage  and  Insurance. — Salvage,  as  the  term  is  employed  in 
this  classification,  means  the  value  to  the  accounting  company,  based 
upon  a  fair  market  price,  of  equipment  or  other  material  recovered  in 
the  process  of  repairing,  replacing,  or  abandoning  plant  and  equipment ; 
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or  the  net  amount  received  from  its  sale  if  the  material  is  not  retained 
by  the  accounting  company.  Salvage  recovered  in  connection  with  a 
replacement  or  abandonment  involving  a  deduction  from  fixed  capital 
accounts  shall  be  credited  against  the  account  to  which  the  retirement 
loss  is  chargeable.  Salvage  recovered  in  connection  with  maintenance 
expenses  not  involving  deductions  from  fixed  capital  accounts  shall, 
so  far  as  practicable,  be  credited  to  the  appropriate  maintenance  ac- 
counts. Insurance  recovered  on  property  damaged  or  destroyed  shall 
be  treated  in  the  same  manner  as  salvage. 

7.  Withdrawals  or  Retirements. — To  the  end  that  the  capital 
accounts  shall  at  all  times  disclose  the  cost  of  all  property  in  service, 
the  cost  of  retired  capital,  whether  replaced  or  not,  must  be  deducted 
from  (i.  e.j  credited  to)  the  account,  or  accounts,  in  this  classification 
to  which  such  cost  is  chargeable.  Every  electrical  corporation  is  there- 
fore required  to  take  such  measures  and  establish  such  procedure  as 
will  insure  strict  compliance  with  these  requirements.  When  anything 
is  worn  out,  lost,  sold,  destroyed,  abandoned,  surrendered  upon  lapse 
of  title,  becomes  permanently  unserviceable  or  is  withdrawn  or  retired 
from  service  for  any  other  reason,  the  amount  at  which  such  thing 
stood  charged  in  the  capital  account  shall  be  credited  to  the  appropria- 
ate  capital  account,  and  the  entry  of  such  credit  shall  cite  by  name  and 
page  of  book  or  other  record  the  original  entry  of  cost  of  the  thing 
retired.  If  there  is  no  such  original  entry,  that  fact  shall  be  stated 
in  connection  with  the  credit  entry.  If  the  amount  originally  charged 
(i.  e.,  the  ledger  value)  is  not  separately  recorded,  it  shall  be  taken 
to  be  the  proportionate  share  of  said  property  in  the  value  of  the  entire 
group  in  which  the  property  is  included.  The  entry  shall  state  the  fact 
of  such  estimation. 

Credits  for  original  cost  of  property  retired  should  include  such 
part  of  the  overhead  cost  as  is  equitably  assignable  to  the  item  retired. 

When  the  cost  of  retired  property  is  credited  to  the  appropriate 
fixed  capital  accounts,  it  shall  be  concurrently  charged  (less  any  sal- 
vage or  insurance  that  there  may  be  on  the  retired  propeity)  to  account 
No.  251,  "  Retirement  Reserve  "  to  the  extent  that  the  total  balance 
in  the  reserve  is  sufficient  to  cover  such  loss ;  the  remainder,  if  any, 
representing  such  part  of  the  loss  due  to  the  retirement  as  has  not 
been  provided  for  in  advance  by  the  accumulation  of  a  retirement 
reserve  shall,  with  the  consent  of  the  regulatory  commission,  be  charged 
to  suspense  account  No.  132  "  Property  Abandoned  "  to  be  amortized 
in  such  manner  as  may  be  determined. 

The  cost  of  dismantling,  tearing  down,  or  removing  any  discarded 
plant  or  equipment  shall  be  considered  a  part  of  the  retirement  loss 
and  charged  to  the  "  Retirement  Reserve  "  or  to  "  Property  Aban- 
doned "  in  accordance  with  the  provisions  of  the  foregoing  paragraph. 
When  any  replacement  takes  the  form  of  reconstructing  or  converting 
existing  property  in  such  a  way  that  the  cost  of  the  entire  project  can- 
not be  accurately  assigned  as  between  the  cost  of  putting  in  the  new 
property,  and  the  cost  of  taking  out  the  old,  no  greater  proportion  of 
the  cost  of  the  project  shall  be  charged  to  fixed  capital  accounts  than 
would  equal  the  cost  of  new  plant  or  equipment  having  equivalent 
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capacity  and  expectation  of  serviceable  life.  Such  part  of  the  cost  of 
a  reconstruction  project  as  is  not  chargeable  to  fixed  capital  shall  be 
considered  a  retirement  loss  and  charged  to  the  "  Retirement  Reserve  " 
or  to  "  Property  Abandoned  "  as  already  provided. 

The  foregoing  instructions  do  not  apply  to  the  retirement  of  those 
minor  parts,  the  charges  for  replacing  which  are  made  directly  to 
maintenance  expense  accounts. 

NOTE  A. — The  foregoing  rule  shall  not  be  applied  to  capital  temporarily  out 
of  service.  In  their  annual  reports  to  the  regulatory  commission,  corporations 
may  be  required  to  give  particulars  concerning  all  capital  temporarily  disused 
and  not  credited  to  the  proper  capital  account  in  accordance  with  the  foregoing 
rule. 

NOTE  B. — No  receiver  or  other  person  temporarily  in  charge  of  an  electrical 
corporation  shall  be  relieved  of  the  foregoing  requirement  through  failure  to 
obtain  the  records  of  the  corporation.  If,  by  reason  of  the  absence  of  the  cor- 
porate records,  he  is  unable  to  make  the  proper  credits  to  the  capital  accounts 
of  the  corporation  for  retirements,  he  shall  open  on  his  books  the  two  historical 
accounts,  "  Cost  of  Property  Retired  During  the  Receivership "  and  "  Loss  on 
Property  Retired  During  the  Receivership "  and  credit  to  the  former  account 
the  original  cost  in  accordance  with  the  foregoing  requirement,  concurrently 
charging  the  same  amount  (less  salvage,  if  any)  to  the  latter  account. 

8.  Improvements  on  Leased  Property. — The  cost  of  additions 
to  and  betterments  of  leased  property  should  be  charged  to  a  sub- 
account  under  the  appropriate  fixed  capital  account,  and  retirement 
losses  in  connection  therewith  treated  in  the  same  manner  as  on  com- 
pany-owned property.    In  case  the  full  benefit  of  improvements  will  not 
be  obtained  by  the  lessee  because  of  reversion  to  the  lessor  at  the  expira- 
tion of  the  lease,  the  cost  of  improvements  may  be  charged  to  suspense 
and  cleared  by  uniform  charges  to  rent  deductions  within  the  period  of 
the  lease.     Ordinary  current  repairs,  including  minor  rearrangements 
and  changes  in  connection  with  leased  buildings,  should  be  charged  to 
the  appropriate  maintenance  account.    Expenditures  charged  to  lessors 
or  for  which  lessors  are  required  under  the  lease-hold  agreement  to 
reimburse  the  lessee  prior  to  the  termination  of  the  lease  should  not 
be  charged  to  the  fixed  capital  accounts  of  the  lessee. 

9.  Salvage  from  Equipment,  Tools,  Etc. — When  the  cost  of  any 
work  equipment,  machinery,  tools,  or  materials  and  supplies  obtained 
for  use  in  construction  work  has  been  charged  to  accounts  in  this- 
classification  and  the  entire  value  thereof  has  not  been  consumed  in 
the  work,  the  residual  value  of  such  work  equipment,  machinery,  tools, 
or  materials  and  supplies  shall  be  credited  upon  the  completion  of  the 
work  to  the  accounts  to  which  originally  charged,  and  concurrently 
charged   to  the   material   and   supply   account   or   other  appropriate 
accounts. 

10.  Sub-accounts  for  Departmental  Capital. — The  fixed  capital 
accounts  should  be  so  subdivided  as  to  distinguish  clearly  between 
general  capital  and  departmental  capital.     Sub-accounts   for  depart- 
mental capital  should  be  so  entitled  and  constructed  as  to  enable  the 
corporation  to  report  in  the  detail  indicated  in  the  following  classifica- 
tion the  fixed  capital  devoted  to  each  particular  department  or  jointly 
to  any  specific  group  of  departments. 
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TEXT    PERTAINING    TO    FIXED    CAPITAL    ACCOUNTS 

NOTE. — If  the  accounting  company  operates  two  or  more  generating  stations, 
separate  sub-accounts  should  be  maintained  for  the  land,  structures,  and  equip- 
ment pertaining  to  each  such  station.  So  far  as  practicable,  similar  sub-accounts 
should  be  maintained  for  each  sub-station. 

301.  ORGANIZATION. 

This  account  shall  include  all  fees  paid  to  governments  for  the 
privilege  of  incorporation  and  all  office  and  other  expenditure  incident 
to  organizing  the  corporation  or  other  enterprise  and  putting  it  into 
readiness  to  do  business.  This  covers  cost  of  preparing  and  distributing 
prospectuses,  cost  of  soliciting  subscriptions  for  stock  (but  not  for 
loans  or  for  the  purchase  of  bonds  or  other  evidence  of  indebtedness), 
cash  fees  paid  to  promoters  and  the  actual  cash  value  at  the  time  of 
organization  of  securities  paid  to  promoters  for  their  services  in 
organizing  the  enterprise,  counsel  fees,  cost  of  preparing  and  issuing 
certificates  of  stock  and  cost  of  procuring  certificates  of  necessity  from 
state  authorities  and  other  like  costs ;  also  costs  incident  to  preparing 
and  filing  certificates  of  authorization  of  increase  of  capital  stock  and 
to  the  negotiation  and  issue  of  stock  thereunder,  and  of  preparing  and 
filing  certificates  of  amendment  of  articles  of  incorporation.  This 
account  should  not  include  any  discount  on  stocks  or  other  securities 
issued,  nor  should  it  include  any  costs  incident  to  negotiating  loans 
or  selling  bonds  or  other  evidences  of  indebtedness. 

NOTE. — Cost  of  preparing  and  filing  papers  in  connection  with  the  extension  of 
the  term  of  incorporation  or  with  reincorporation  consequent  upon  reorganiza- 
tion should  be  charged  to  account  No.  781.24,  "  Law  Expenses,"  or,  by  companies 
in  "  Class  C "  or  '  Class  D,"  to  the  account  of  which  "  Law  Expenses "  is  a 
sub-division. 

302.  FRANCHISES. 

This  account  shall  include  amounts  actually  paid  to  a  state  or  to  a 
political  subdivision  thereof  in  consideration  of  franchises  running  in 
perpetuity  or  for  a  specified  term  of  more  than  one  year  and  necessary 
to  the  conduct  of  the  accounting  company's  operations.  If  any  such 
franchise  is  acquired  by  a  mesne  assignment,  the  charge  to  this  account 
in  respect  thereof  should  not  exceed  the  amount  actually  paid  therefor 
by  the  corporation  to  its  assignor,  nor  should  it  exceed  the  amount 
specified  above.  Any  excess  of  the  amount  actually  paid  by  the  cor- 
poration over  the  amount  above  specified  should  be  charged  to  account 
No.  303,  "  Miscellaneous  Intangible  Capital." 

303.  MISCELLANEOUS  INTANGIBLE  CAPITAL. 

This  account  shall  include  the  cost  of  patent  rights,  licenses, 
privileges,  and  other  intangible  property  not  elsewhere  provided  for; 
and  all  other  fixed  capital  charges  which  are  not  specifically  assignable 
to  some  other  account  in  this  classification. 

NOTE — When  any  corporation  desires  to  reclassify,  according  to  the  Uniform 
System  of  Accounts,  the  book  accounts  representing  its  investment  in  plant,  and 
equipment  prior  to  the  effective  date  of  this  classification,  and  remainder  of  the 
original  total  book  value  over  the  amount  determined  as  properly  chargeable  to 
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other  prescribed  accounts  (including  profit  and  loss  or  reserve  accounts  in  cases 
where  it  is  found  that  part  of  the  original  total  book  value  is  properly  charge- 
able to  such  accounts)  may  be  charged  to  "  Miscellaneous  Intangible  Capital." 
When  such  a  reclassification  is  undertaken  by  the  accounting  company,  and  has 
not  been  passed  upon  by  the  regulatory  commission,  acceptance  by  the  commission 
of  reports  showing  the  revised  balances  shall  not  commit  it  to  the  approval  of  the 
amounts  thus  set  up. 

311.     LAND. 

This  account  shall  include  the  cost  of  all  land  devoted  to  electric 
operations.  This  covers  land  for  generating  stations,  substations,  office 
buildings,  service  buildings,  warehouses,  garages,  for  storage  purposes, 
or  for  any  other  purpose  in  connection  with  electric  operations,  rights- 
of-way  for  transmission  or  distribution  lines  and  for  canals  and  pipe 
lines,  water  rights  and  rights  of  pondage,  flowage,  and  submersion,  and 
land  for  wharves  and  docks  and  the  cost  of  riparian  or  water  rights 
necessary  therefor,  where  such  rights  have  lives  in  excess  of  one  year 
from  the  date  when  placed  in  service.  Such  cost  includes,  when 
assumed  or  paid  by  the  purchaser  in  its  own  behalf,  cost  of  registration 
of  title,  cost  of  examination  of  title,  conveyancer's  and  notary's  fees, 
purchasing  agent's  commission  or  fees,  or  proportion  of  purchasing 
agent's  salary,  taxes  accrued  to  date  of  transfer  of  title,  and  all  liens 
upon  the  title  acquired;  cost  of  obtaining  consent  and  payments  for 
abutting  damages ;  also  the  first  cost  of  acquiring  lease-holds  of  land 
for  rights-of-way  with  a  life  of  more  than  one  year,  but  not  including 
the  rents  paid  periodically  in  consideration  of  rights  obtained  under 
such  leases. 

This  account  also  includes  special  assessments  levied  by  public 
authorities  on  the  basis  of  benefits  for  streets  and  other  public  improve- 
ments, such  as  new  roads,  new  bridges,  new  sewers,  new  pavements, 
new  curbing,  etc.,  but  not  any  taxes  levied  to  provide  for  maintenance 
of  such  improvements. 

The  cost  of  building  and  other  improvements  should  not  be  included 
in  this  account.  If  at  the  time  of  acquisition  of  an  interest  in  lands 
it  extends  to  buildings  or  other  improvements  thereon,  which  improve- 
ments are  devoted  by  the  accounting  company  to  its  electric  operations, 
and  the  Contract  of  acquisition  does  not  determine  the  price  of  such 
improvements,  they  should  be  appraised  at  their  fair  cash  value  for  use 
in  such  operations,  and  such  appraised  value  should  be  charged  to  the 
appropriate  structures  account,  and  excluded  from  this  account.  If 
such  improvements  are  not  devoted  to  electric  operations  but  are  de- 
voted to  other  operations  or  held  as  investments,  the  cost  (or  appraised 
value  if  the  cost  is  not  determined  in  the  contract  of  acquisition)  should 
be  charged  to  the  appropriate  investment  account  or  capital  account 
for  other  operations.  If  the  improvements  are  removed  or  wrecked, 
the  cost  of  removing  or  wrecking  them  should  be  charged  and  the 
salvage  credited  to  the  land  account. 

Net. proceeds  from  the  sale  of  timber,  cordwood,  or  other  property 
purchased  with  rights-of-way  or  other  lands  should  be  credited  to  this 
account. 

This  account  may  be  subdivided  as  follows,  and  so  far  as  practicable, 
records  of  the  cost  of  land  devoted  to  electric  operations  should  be  kept 
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in  the  detail  indicated.  Where  pole  lines  carry  both  transmission  and 
distribution  conductors,  right-of-way  may  be  classed  as  "  Transmission 
and  distribution  system  land."  Land  used  both  for  general  offices  and 
departmental  purposes  may  be  classed  as  "  Miscellaneous."  When  the 
general  office  is  in  the  power  plant,  the  land  shall  be  considered  power 
plant  land.  Riparian  or  water  rights  shall  be  considered  hydro-electric 
power  plant  land. 

a.  Steam  power  plant  land. 

b.  Hydro-electric  power  plant  land. 

c.  Gas  power  plant  land. 

d.  Transmission  system  land. 

e.  Storage  battery  land. 

f.  Distribution  system  land. 

g.  General  office  land. 

h.     Miscellaneous  land  devoted  to  electric  operations, 
hi.     Stores  department  land. 
h2.     General  shops  land. 
h3.     Garage 'land,  etc. 

312.     STRUCTURES. 

This  account  shall  include  all  permanent  buildings,  and  structures 
to  house,  support,  or  safeguard  property  or  persons,  with  all  appur- 
tenant fixtures,  improvements  to  land,  and  other  constructions. 

Buildings  include  all  fixtures  attached  to  and  forming  a  permanent 
part  thereof,  such  as  water  pipes  and  fixtures,  steam  pipes  and  fixtures 
for  heating  and  ventilating,  gas  pipes  and  fixtures  for  lighting,  etc., 
electric  wiring  and  fixtures  for  lighting,  signaling,  etc.,  elevators,  cranes 
and  hoists  and  the  motive  power  for  operating  them,  building  refrigerat- 
ing systems,  and  furnaces,  boilers,  etc.,  specially  provided  for  such 
systems,  storage  batteries  and  electric  generators  with  their  prime 
movers  specially  provided  for  building  service,  conduits,  including  cable 
conduits  which  form  a  part  of  the  building,  but  not  including  conduits 
which  would  be  removed  with  their  contents,  and  subways  or  areaways 
directly  connected  to  and  forming  a  part  of  the  building.  This  account 
includes  cost  of  excavations,  brick  or  concrete  chimneys,  and  such 
piers  and  foundations  for  machinery  and  apparatus  as  are  designed  to 
be  as  permanent  as  the  buildings  and  independent  of  their  use  in  con- 
nection with  any  particular  units  of  equipment.  Charge  also  the  cost 
of  architect's  plans  and  of  superintendence  of  construction. 

Improvements  to  land  include  roadways,  fences,  sidewalks,  sewer 
systems,  water  systems,  yard  lighting  systems,  grading  and  landscape 
gardening,  docks  and  water  front  improvements,  railroad  tracks,  tram- 
ways and  trestles,  canals,  bench  marks,  monuments,  and  any  other 
permanent  structures  which  are  an  improvement  to  the  property 
Roadways,  trails,  bridges,  tramways  and  other  construction  used  in 
hydro-electric  production  of  electricity  which  are  not  adjacent  to  the 
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generating  plant  proper  should  be  charged  to  account  No.  319,  "  Roads, 
trails  and  bridges." 

NOTE  A. — When  furnaces  and  boilers  are  used  primarily  for  furnishing  steam 
for  some  particular  department  and  only  incidentally  for  furnishing  steam  for 
heating  a  building  and  operating  the  equipment  therein,  the  entire  cost  of  such 
furnaces  and  boilers  should  be  charged  to  the  appropriate  departmental  capital 
account,  and  no  part  to  this  account. 

NOTE  B. — The  cost  of  specially  provided  foundations,  not  expected  to  outlast 
the  machinery  or  apparatus  mounted  thereon,  should  be  charged  to  the  same 
account  as  is  the  cost  of  the  machinery  or  apparatus  for  which  they  are  provided. 

NOTE  C. — This  account  should  not  include  any  charges  for  lighting,  heating, 
or  other  fixtures  temporarily  attached  for  purposes  of  display  or  demonstration. 

NOTE  D. — Where  the  structure  of  a  dam  forms  also  the  foundation  of  the 
power  plant  buildings,  this  structure  should  be  considered  a  part  of  the  dam. 

This  account  may  be  subdivided  as  follows  and  so  far  as  practicable 
records  of  the  cost  of  structures  devoted  to  electric  operations  should 
be  kept  in  the  detail  indicated.  Structures  used  both  for  general  offices 
and  departmental  purposes  may  be  classed  as  "  Miscellaneous."  When 
the  general  office  is  in  the  power  plant,  the  building  shall  be  considered 
a  power  plant  structure.  When  the  system  for  supplying  boiler  or  con- 
denser water  is  elaborate,  as  when  it  includes  a  dam,  reservoir,  canal, 
and  pipe  line,  the  cost  should  be  charged  to  a  special  sub-account  en- 
titled "  Water  Supply  Structures — Steam." 

a.  Steam  power  plant  structures. 

b.  Hydro-electric  power  plant  structures. 

c.  Gas  power  plant  structures. 

d.  Transmission  system  structures. 

e.  Storage  battery  structures. 

f.  Distribution  system  structures. 

g.  General  office  structures. 

h.     Miscellaneous  structures  devoted  to  electric  operations, 
hi.     Stores  department  structures. 
h2.     General  shop  structures. 
h3.     Garage  structures,  etc. 

313.     BOILER  PLANT  EQUIPMENT. 

This  account  shall  include  the  cost  installed  of  all  furnaces,  boilers, 
and  boiler  apparatus  and  accessories  devoted  to  the  production  of  steam 
for  use  in  generating  electric  energy.  This  covers  boilers  and  valves 
thereto  attached,  appurtenant  furnaces  and  grates,  and  flues  leading 
to  smokestacks  and  chimneys,  and  the  specially  provided  foundations 
and  settings  of  such  boilers  and  appurtenances ;  also  metal  smokestacks. 
It  also  covers  mechanical  stokers  and  other  like  apparatus  for  regulat- 
ing the  supply  of  fuel,  etc.,  feed  and  hot  water  heaters  and  economizers, 
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injectors,  filters,  feed  pumps,  blower  engines,  coal  conveyors,  ash  con- 
veyors, reservoirs  for  boiler  or  condenser  water  and  intake  and  dis- 
charge water  pipes  and  pipe  lines  and  tunnels,  air  pipes  and  general 
service  pipes,  steam  traps,  drains  and  separators,  and  pipes  for  con- 
ducting steam  from  the  boiler  to  the  engine  or  to  the  gas  producers, 
exhaust  pipes,  etc.  This  account  shall  not  include  steam  pipes  whose 
primary  purpose  is  the  heating  of  buildings. 

NOTE. — When  the  system  for  supplying  boiler  or  condenser  water  is  elaborate, 
as  when  it  includes  a  dam,  reservoir,  canal,  and  pipe  line,  the  cost  should  not  be 
charged  to  this  account  but  to  a  special  sub-account  under  account  No.  312, 
"  Structures,"  entitled  "  Water  Supply  Structures — Steam." 

314.  PRIME  MOVERS  AND  AUXILIARIES— STEAM. 

This  account  shall  include  the  cost  of  all  steam  engines,  whether 
reciprocating  or  rotary.  This  covers  the  specially  provided  foundations 
and  settings  of  such  engines.  The  engine  includes  the  throttle  or  inlet 
valve  and  the  governor ;  also  condensers,  cooling  towers,  air  and  cir- 
culating pumps  and  lubricating  systems,  but  not  the  steam  pipe  leading 
from  the  boiler,  nor  the  exhaust  pipe. 

NOTE  A. — Where  the  electric  rotor  is  mounted  on  the  engine  shaft,  the  shaft 
is  a  part  of  the  steam  engine  and  the  electric  rotor  a  part  of  the  electrical 
equipment. 

NOTE  B. — This  account  does  not  include  steam  turbo-generator  units,  the  cost 
of  which  shall  be  chargeable  to  the  next  following  account. 

315.  TURBO-GENERATOR  UNITS— STEAM. 

This  account  shall  include  the  cost  installed  of  steam  turbine-driven 
generator  units  when  the  generator  and  prime  mover  are  purchased  as 
a  unit  and  not  separately.  This  covers  specially  provided  foundations 
and  settings  of  such  units ;  also  condensers,  air  and  circulating  systems, 
etc.,  but  not  the  steam  pipe  leading  from  the  boiler  nor  the  exhaust  pipe. 

316.  ELECTRIC  PLANT— STEAM. 

This  account  shall  include  the  cost  of  all  electric  generating  ap- 
paratus, motor  driven  exciter  sets,  rotaries,  transformers,  etc.,  used 
primarily  in  connection  with  the  generation  of  electric  energy  by  steam 
power  and  not  for  changing  it  in  voltage  or  frequency  for  the  purpose  of 
transmitting  or  distributing  it  more  efficiently.  This  covers  the  specially 
provided  foundations  and  the  installation  of  such  equipment;  switch- 
boards, circuit  breakers,  switches,  instruments,  conductors  and  other 
electrical  apparatus  connected  thereto;  and  generator  cooling  and  air 
washing  apparatus,  including  blowers  and  ducts. 

NOTE  A. — When  the  electric  rotor  of  such  apparatus  is  mounted  on  the  shaft 
of  the  prime  mover  the  rotor  is  to  be  included  herein,  but  not  the  shaft.  Belts, 
countershafts,  and  other  like  appliances  intermediary  between  such  prime  movers 
and  the  generators  are  to  be  excluded  herefrom  and  charged  to  account  No.  317, 
"  Miscellaneous  Power  Plant  Equipment — Steam." 

NOTE  B. — This  account  does  not  include  steam  turbo-generator  units,  the  cost 
of  which  shall  be  chargeable  to  the  next  preceding  account. 
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317.  MISCELLANEOUS     POWER     PLANT     EQUIPMENT- 

STEAM. 

This  account  shall  include  the  cost  of  all  miscellaneous  steam  plant 
equipment  not  includible  in  any  of  the  foregoing  accounts,  such  as 
belts,  pulleys,  hangers,  countershafts,  and  other  apparatus  intermediary 
between  the  prime  mover  and  the  electric  generator,  machine  tools,  cars, 
locomotives,  and  locomotive  cranes  for  general  plant  purposes,  etc. 

318.  RESERVOIRS,  DAMS  AND  WATERWAYS. 

This  account  shall  include  the  cost  of  all  dams  and  appurtenant 
structures  for  reservoirs  and  forebays  devoted  to  the  collection,  storage 
and  regulation  of  water  primarily  for  hydro-electric  production.  This 
covers  the  cost  of  clearing  and  preparing  the  land ;  also  of  all  gates, 
raising  and  lowering  apparatus,  wasteways,  spillways,  fish-ladders,  and 
all  buildings  and  structures  required  in  the  operation  and  maintenance 
of  dams,  reservoirs  and  forebays ;  locks  and  equipment  for  handling 
navigation  ;  the  cost  of  construction,  including  the  clearing  and  prepara- 
tion of  land,  of  all  diversion  dams,  ditches,  flumes  and  tunnels  with 
their  gates,  operating  mechanisms,  spillways,  fish-ladders  and  other 
appurtenances  and  the  cost  of  all  buildings  and  structures  used  in  their 
operation  and  maintenance;  also  the  cost  of  acquisition  or  construction 
of  all  penstocks  or  pipe-lines  in  place,  with  their  appurtenant  structures 
and  accessories  for  delivering  water  from  the  forebays  to  water-wheels, 
and  from  draft-tubes  to  tail  race,  including  connections  at  forebays. 

Nozzles  and  valves  at  water-wheels  should  be  charged  to  account 
No.  320,  "Water  turbines  and  water-wheels." 

NOTE — Where  the  structure  of  a  dam  forms  also  the  foundation  of  the  power 
plant  buildings,  this  structure  should  be  considered  a  part  of  the  dam. 

319.  ROADS,  TRAILS,  AND  BRIDGES. 

This  account  shall  include  the  cost  of  permanent  roads,  trails, 
bridges,  tramways,  and  railways  used  in  hydro-electric  production  of 
electricity  which  are  not  adjacent  to  the  generating  plant  proper,  but 
which  are  connected  with  operation  of  distant  reservoirs,  flumes,  etc. 

NOTE — Roads,  bridges,  tramways,  and  railways  directly  on  the  generating 
station  land  contiguous  to  the  generating  plant  are  properly  chargeable  to  "Hydro- 
electric power  plant  structures,"  account  312b. 

320.  WATER  TURBINES  AND  WATER-WHEELS. 

This  account  shall  include  the  cost  of  all  turbines  and  water-wheels 
devoted  to  the  generation  of  electric  energy,  their  special  foundations, 
settings,  governors  and  all  apparatus  appurtenant  thereto,  from  the 
head-gates  and  governors  to  wasteways. 

NOTE  A. — When  the  electric  rotor  is  mounted  on  the  shaft  of  the  prime  mover, 
the  shaft  is  a  part  of  the  prime  mover  and  the  electric  rotor  a  part  of  the  electrical 
equipment. 

NOTE  B.— This  account  does  not  include  hydraulic  turbo-generator  units,  the 
cost  of  which  shall  be  chargeable  to  the  next  succeeding  account. 
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321.  TURBO-GENERATOR  UNITS— HYDRO. 

This  account  shall  include  the  cost  installed  of  hydraulic  turbine- 
driven  generator  units  when  the  generator  and  prime  mover  are  pur- 
chased as  a  unit  and  not  separately.  This  covers  specially  provided 
foundations  and  settings  of  such  units ;  also  air  and  circulating  pumps, 
lubricating  systems,  valves,  governors  and  draft  tubes. 

322.  ELECTRIC  PLANT— HYDRO. 

This  acgount  shall  include  the  cost  of  all  electric  generating  appa- 
ratus, motor  driven  exciter  sets,  rotaries,  transformers,  etc.,  used 
primarily  in  connection  with  the  generation  of  electric  energy  by  water 
power  and  not  for  changing  it  in  voltage  or  frequency  for  the  purpose  of 
transmitting  or  distributing  it  more  efficiently.  This  covers  this  specially 
provided  foundations  and  the  installation  of  such  equipment;  switch- 
boards, circuit  breakers,  switches,  instruments,  conductors  and  other 
electrical  apparatus  connected  thereto;  and  generator  cooling  and  air 
washing  apparatus,  including  blowers  and  ducts. 

NOTE  A. — When  the  electric  rotor  of  such  apparatus  is  mounted  on  the  shaft 
of  the  prime  mover  the  rotor  is  to  be  included  herein  but  not  the  shaft.  Belts, 
countershafts,  and  other  like  appliances  intermediary  between  such  prime  movers 
and  the  generators  are  to  be  excluded  here  from  and  charged  to  account  No. 

323.  "  Miscellaneous  Power  Plant  Equipment-Hydro." 

NOTE  B. — This  account  does  not  include  turbo-generator  units  the  cost  of  which 
shall  be  chargeable  to  the  next  preceding  account. 

323.  MISCELLANEOUS     POWER     PLANT     EQUIPMENT- 

HYDRO. 

This  account  shall  include  the  cost  of  all  miscellaneous  hydro- 
electric power  plant  equipment  not  includible  in  any  of  the  foregoing 
accounts,  such  as  belts,  pulleys,  hangers,  countershafts,  and  other  appar- 
atus intermediary  between  the  prime  mover  and  the  electric  generator, 
machine  tools,  etc. 

324.  GAS  PRODUCERS  AND  ACCESSORIES. 

This  account  shall  include  the  cost  of  producers  and  accessories  de- 
voted to  the  production  of  gas  for  the  purpose  of  operating  electric 
generators,  including  the  cost  of  specially  provided  foundations  and 
installation  of  such  producers  and  accessories.  This  account  includes 
producers,  economizers,  regenerators,  vaporizers,  steam  injectors, 
scrubbers,  exhauster  outfits,  seals,  specially  provided  boiler  and  pumps, 
flues  and  piping,  blower  engines,  pipes  for  the  conduction  of  gas  from 
such  producers  to  holders,  and  to  gas  engines,  holders  for  producer  gas, 
exhaust  pipes  from  gas  engines,  etc.  It  does  not  include  pipes  whose 
primary  purpose  is  the  heating  of  buildings,  nor  does  it  include  power 
transmission  apparatus,  or  water  pipes,  steam  pipes,  water  pumps,  or 
inspirators. 
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325.  INTERNAL  COMBUSTION  ENGINES. 

This  account  shall  include  the  cost  of  all  gas  engines,  Diesel  engines, 
oil  engines,  and  other  internal  combustion  engines  devoted  to  the  pro- 
duction of  electric  energy,  including  the  specially  provided  founda- 
tions and  installation  of  such  engines.  The  engine  includes  the  inlet 
valve,  governor,  and  ignition  and  starting  apparatus,  and  also  such 
devices  as  anti-fluctuators  or  gas  bags,  and  mufflers.  It  does  not  include 
the  pipe  leading  from  the  fuel  container,  nor  the  exhaust  pipe  in  the 
case  of  producer  gas  engines.  Such  pipe  is  chargeable  to  the  next  pre- 
ceding account. 

NOTE. — Where  the  electric  rotor  is  mounted  on  the  shaft  of  the  prime  mover, 
the  shaft  is  a  part  of  the  prime  mover  and  the  electric  rotor  a  part  of  the 
electric  equipment. 

326.  ELECTRIC  PLANT— GAS. 

This  account  shall  include  the  cost  of  all  electric  generating  appara- 
tus, motor  driven  exciter  sets,  rotaries,  transformers,  etc.,  used  primarily 
in  connection  with  the  generation  of  electric  energy  by  gas  power  and 
not  for  changing  it  in  voltage  or  frequency  for  the  purpose  of  transmit- 
ting or  distributing  it  more  efficiently.  This  covers  the  specially  provided 
foundations  and  the  installation  of  such  equipment ;  switchboards, 
circuit  breakers,  switches,  instruments,  conductors,  and  other  electrical 
apparatus  connected  thereto ;  and  generator  cooling  and  air  washing 
apparatus,  including  blowers  and  ducts. 

NOTE  A. — When  the  electric  rotor  of  such  apparatus  is  mounted  on  the  shaft 
of  the  prime  mover  the  rotor  is  to  be  included  herein  but  not  the  shaft.  Belts, 
countershafts,  and  other  like  appliances  intermediary  between  such  prime  movers 
and  the  generators  are  to  be  excluded  herefrom  and  charged  to  account  No. 
327  "  Miscellaneous  Power  Plant  Equipment — Gas." 

327.  MISCELLANEOUS  POWER  PLANT  EQUIPMENT— GAS. 
This  account  shall  include  the  cost  of  all  miscellaneous  gas  power 

plant  equipment  not  includible  in  any  of  the  foregoing  accounts,  such 
as  belts,  pulleys,  hangers,  countershafts  and  other  apparatus  inter- 
mediary between  the  prime  mover  and  the  electric  generator,  machine 
tools,  etc. 

328.  CONVERSION  EQUIPMENT. 

This  account  shall  include  the  cost  installed,  whether  in  a  gener» 
ating  station  or  sub-station,  of  transformers,  rotary  converters, 
motor  generators,  regulators,  switchboards  and  connecting  equipment, 
etc.,  used  primarily  for  changing  electric  energy  in  voltage  or  frequency 
for  the  purpose  of  transmitting  or  distributing  it  more  efficiently.  This 
also  covers  outdoor  sub-stations  complete,  including  foundations,  fences, 
supporting  framework,  etc. ;  sub-station  equipment  installed  on  con- 
sumer's premises ;  and  other  conversion  equipment. 

So  far  as  practicable  separate  sub-accounts  shall  be  maintained  for 
each  station. 

This  account  does  not  include  line  transformers  installed  for  step- 
ping dawn  current  from  transmission  or  distribution  voltages  to  the 
voltage  at  which  it  is  used  by  the  consumer. 
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This  account  does  not  include  storage  batteries  nor  laboratory  in- 
struments and  apparatus  and  other  equipment  coming  within  the  scope 
of  account  No.  342  "  General  Equipment."  Office  equipment  and 
furniture  permanently  assigned  to  sub-stations  should  be  included  in 
"  General  equipment  "  but  in  a  special  sub-account  for  each  sub-station. 

NOTE  A. — Separate  sub-accounts  may  be  set  up  to  cover  the  cost  of  conversion 
equipment  installed  solely  in  connection  with  transmission  lines,  that  is,  high 
voltage  lines  used  for  transmitting  power  between  stations  or  between  points 
of  generation  or  purchase  and  points  of  transformation  and  distribution,  but 
not  used  to  any  considerable  extent  for  carrying  power  to  points  of  consumption. 

NOTE  B. — If  the  accounting  company  has  installed  one  or  more  transformers 
at  a  point  where  current  is  taken  off  its  transmission  or  distribution  line  by  a 
large  power  consumer,  and  such  transformers  are  used  to  step  down  the  current 
from  the  voltage  at  which  it  is  carried  on  the  accounting  company's  line  to  a 
voltage  at  which  it  is  delivered  to  such  consumer  to  be  by  him  in  turn  transformed 
or  converted  for  distribution  within  his  own  plant,  the  cost  of  such  transformers 
is  chargeable  to  this  account. 

329.  STORAGE  BATTERY  EQUIPMENT. 

This  account  shall  include  the  cost  of  storage  battery  installations 
complete,  including  elements,  tanks,  tank  insulators,  battery  room 
connections,  and  copper  work,  and  cell  switches,  motor  generator 
sets  used  primarily  for  battery  charging,  miscellaneous  small  pumps, 
ventilating  fans,  water  stills,  battery  room  instruments,  and  other 
storage  battery  accessories.  This  account  also  includes  the  battery 
room  flooring  if  specially  constructed  and  separable  from  the  main 
structure  with  respect  to  costs.  It  does  not  include  switchboard  panels 
for  batteries  unless  such  panels  are  separate  from  the  main  switchboard 
and  used  exclusively  for  battery  control. 

330.  UNDERGROUND  CONDUITS. 

This  account  shall  include  the  cost  of  all  conduits  and  tunnels 
required  for  underground  wires  and  cables,  including  manholes,  ducts 
and  pipe,  sewer  connections,  sewer  traps,  and  all  material  necessary 
for  the  completion  of  the  underground  conduit  system  devoted  to  the 
protection  of  the  transmission  and  distribution  systems. 

NOTE. — This  account  may  be  subdivided  between  transmission  and  distribution, 
if  so  desired. 

331.  POLES,  TOWERS,  AND  FIXTURES. 

This  account  shall  include  the  cost  of  towers,  transformer  plat- 
forms and  structures  for  supporting  other  line  devices,  poles,  cross^ 
arms,  and  insulator  pins ;  braces,  brackets,  and  other  pole  fixtures  ;  guys 
and  other  supports  for  holding  the  towers,  structures,  and  poles  in 
position ;  and  all  labor  expended  in  connection  with  the  construction 
of  pole  lines  or  tower  lines  for  carrying  the  transmission  and  distri- 
bution systems. 

NOTE  A. — Separate  sub-accounts  may  be  set  up  to  cover  the  cost  of  towers, 
poles,  and  fixtures  carrying  transmission  lines,  that  is,  high  voltage  lines  used 
for  transmitting  power  between  stations  or  between  points  of  generation  or 
purchase  and  points  of  transformation  and  distribution,  but  not  used  to  any 
considerable  extent  for  carrying  power  to  points  of  consumption. 

NOTE  B. — The  cost  of  ornamental  street  lighting  poles  and  fixtures  should  hot 
be  charged  to  this  account  but  to  account  No.  340,  "  Street  Lighting  Equipment." 
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332.  OVERHEAD  CONDUCTORS  AND  DEVICES. 

This  account  shall  include  the  cost  installed  of  all  overhead  con- 
ductors and  feeders  (except  services).  This  covers  all  cables,  wires, 
insulators,  and  insulating  material  used  in  overhead  systems ;  also 
ground  wires,  lightning  arresters,  pole  top  switches,  and  other  line 
devices. 

NOTE. — Separate  sub-accounts  may  be  set  up  to  cover  the  cost  of  conductors 
used  in  transmission  lines,  that  is,  high  voltage  lines  used  for  transmitting 
power  between  stations  or  between  points  of  generation  or  purchase  and  points 
of  transformation  and  distribution,  but  not  used  to  any  considerable  extent  for 
carrying  power  to  points  of  consumption. 

333.  UNDERGROUND  CONDUCTORS. 

This  account  shall  include  the  cost  installed  of  all  underground 
conductors,  and  feeders  (except  services).  This  covers  the  cost  of 
all  cables,  wires,  insulators  and  insulating  material  used  in  under- 
ground systems. 

NOTE. — Separate  sub-accounts  may  be  set  up  to  cover  the  cost  of  conductors 
used  in  transmission  lines,  that  is,  high  voltage  lines  used  for  transmitting  power 
between  stations  or  between  points  of  generation  or  purchase  and  points  of 
transformation  and  distribution,  but  not  used  to  any  considerable  extent  for 
carrying  power  to  points  of  consumption. 

334.  SERVICES. 

This  account  shall  include  the  cost,  installed,  to  the  accounting  com- 
pany of  all  conductors,  insulators,  ducts,  supports,  etc.,  between  the  last 
poles  before  wires  enter  consumer's  building  on  overhead  services,  or 
between  the  point  where  wires  leave  main  and  enter  consumer's  build- 
ing on  underground  services,  and  the  housewiring.  It  shall  also  in- 
clude the  cost  of  meter-protection  devices,  such  as  enclosing  meter 
boxes  designed  to  prevent  tampering  with  the  meter  or  the  meter  con- 
nections. 

NOTE  A. — All  conduits,  poles,  wires,  etc.,  from  distributing  mains  to  the  points 
described  above  will  be  considered  a  part  of  the  distribution  system  and  their 
cost  should  be  charged  to  the  appropriate  accounts  preceding. 

NOTE  B. — If  a  consumer  contributes  some  or  all  of  the  cost  of  a  service  the 
title  to  which  remains  in  the  accounting  company,  the  amount  of  such  contribution 
should  nevertheless  be  charged  to  this  account  but  concurrently  credited  to 
account  No.  255,  "  Contributions  for  extensions." 

NOTE  C. — Cost  of  renewing  or  modifying  services  should  not  be  charged  to 
this  account.  If  however,  the  substituted  service  is  of  greater  capacity  than 
the  one  replaced,  the  book  value  of  the  withdrawn  service  should  be  credited, 
and  the  cost  of  the  substituted  service  should  be  charged  to  this  account. 

335.  LINE  TRANSFORMERS  AND  DEVICES. 

This  account  shall  include  the  cost  of  all  line  transformers  (both 
overhead  and  underground),  pole  line  lightning  arresters,  transformer 
cut-out  boxes,  line  cut-out  switches,  etc.  It  may  be  subdivided  to  show 
separately  the  investment  in  transformers  and  in  other  devices. 

NOTE  A. — This  account  does  not  include  the  labor  cost  of  installing  trans- 
formers which  is  provided  for  in  the  following  account. 
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NOTE  B. — This  account  may,  if  desired,  include  the  cost  of  all  transformers 
whether  carried  in  stock  or  actually  in  service,  provided  designation  of  the 
account  on  the  ledger  indicates  the  practice  of  the  accounting  company,  as, 
for  example,  by  the  addition  of  the  phrase  "  (includes  line  transformers  in 
stock)." 

336.    LINE  TRANSFORMER  INSTALLATION. 

This  account  shall  include  the  cost  of  labor  and  incidental  expenses 
required  for  the  original  installation  of  line  transformers.  When  any 
line  transformer  service  is  permanently  discontinued,  this  account 
shall  be  credited  with  an  amount  representing  the  average  installation 
cost  of  a  line  transformer. 


337.     CONSUMERS'  METERS. 

This  account  shall  include  the  cost  of  all  meters,  current  limiting 
devices,  and  appurtenances  used  or  to  be  used  in  measuring  or  deter- 
mining electric  energy  delivered  to  consumers.  This  covers  in  addition 
to  cost  of  meters  to  point  of  delivery  on  the  accounting  company's 
premises  such  incidentals  as  the  cost  of  meter  badges  and  their  attach- 
ment to  the  meters,  testing  and  storing  new  meters,  and  the  first  set  of 
meter  fittings,  connections,  and  shelves. 

NOTE  A. — This  account  does  not  include  the  cost  of  the  corporation's  meters 
which  record  the  output  of  the  station.  Such  cost  shall  be  charged  to  the 
appropriate  power  plant  electrical  equipment  account. 

NOTE  B. — The  cost  of  setting,  removing,  or  resetting  consumers'  meters  shall 
not  be  charged  to  this  account. 

NOTE  C. — This  account  may,  if  desired,  include  the  cost  of  all  meters  whether 
carried  in  stock  or  actually  in  service,  provided  the  designation  of  the  account 
on  the  ledger  indicates  the  practice  of  the  accounting  company,  as,  for  example, 
by  the  addition  of  the  phrase  "  (includes  meters  in  stock)." 


338.  METER  INSTALLATION. 

This  account  shall  include  the  cost  of  the  first  setting  of  meters  for 
determining  the  amount  of  electric  energy  delivered  upon  the  premises 
of  consumers.  When  any  meter  service  is  permanently  discontinued  this 
account  shall  be  credited  with  an  amount  representing  the  average  in- 
stallation cost  of  a  consumer's  meter. 

NOTE. — Cost  of  removing  consumers'  meters  and  of  setting  other  meters  sub- 
stituted for  them  shall  not  be  charged  to  this  account,  but  to  account  No.  741, 
"  Distribution  operation  and  maintenance,"  or  the  appropriate  sub-division 
thereof. 

339.  COMMERCIAL  LAMPS. 

This  account  shall  include  the  cost  to  the  accounting  company  of  all 
commercial  lamps  loaned  or.  rented  to  consumers,  and  the  cost  of  the 
first  installation  thereof,  in  case  it  is  the  policy  of  the  company  to  capi- 
talize such  costs;  otherwise  the  cost  should  be  charged  to  the  appro- 
priate operating  expense  account. 
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340.  STREET  LIGHTING  EQUIPMENT. 

This  account  shall  include  the  cost  to  the  accounting  company  of  all 
lighting  equipment  operated  and  maintained  under  the  contract  for 
public  lighting  entered  into  with  the  municipality.  This  will  include 
public  arc  and  incandescent  lamps  and  their  suspension  devices ;  also 
ornamental  lamp  posts  and  fixtures  for  public  incandescent  lamps 
including  the  lamps.  This  account  does  not  include  the  circuits,  nor 
poles  and  fixtures  supporting  the  circuits. 

If  the  company  has  an  investment  in  street  lighting  equipment 
operated  and  maintained  under  a  contract  with  a  public  body  or 
organization  other  than  a  municipality,  such  equipment  shall  be 
included  in  this  account  under  a  subhead. 

341.  ELECTRIC  APPLIANCES. 

This  account  shall  include  the  cost  to  the  accounting  company  of 
electric  motors,  heaters,  etc.,  leased  or  held  for  lease  to  consumers 
(including  municipal  corporations)  but  not  of  those  held  for  sale. 

NOTE. — The  cost  of  setting  and  connecting  such  appliances  on  the  premises  of 
consumers,  and  the  cost  of  resetting  or  removal  should  not  be  charged  to  this 
account. 

342.  GENERAL  EQUIPMENT. 

This  account  shall  include  the  cost  installed  of  all  equipment  coming 
under  the  following  heads  : 

a.  OFFICE  EQUIPMENT. — This  includes  the  cost  of  all  office  and 
service  equipment  not  permanently  attached  to  buildings,  such  as  desks, 
chairs,  tables,  movable  safes,  filing  cabinets,  drafting  room  equipment, 
typewriters,  adding  machines,  addressographs,  portable  lamps,  lockers, 
clocks,  fans,  chronograph  systems,    pneumatic    tube    systems,    lunch 
room  equipment,  doctor's  equipment,  pulmotors,  mechanical  office  ap- 
pliances, floor  coverings,  and  other  like  office  appliances  and  equipment. 
Small  articles  of  slight  value  or  of  short  life  should  not  be  charged  to 
this  account  but  to  the  appropriate  operating  account. 

b.  SHOP  EQUIPMENT. — This    includes   the   cost   of   all   equipment 
specially  provided  for  shops  (but  not  so  permanently  attached  as  to  be 
properly  chargeable  to  account  No.  312,  "Structures"),  such  as  fur- 
naces, boilers,  gas  producers,  engines,  electric  generators,  and  other 
power  apparatus  operating  machinery  in  such  shops ;  machine  tools, 
frames,  hoists,  shafting,  belts,  and  the  like  shop  equipment ;  also  such 
smithing  equipment  in  shops  as  is  used  principally  for  other  general 
purposes  than  shoeing  horses  and  repairing  vehicles ;  and  all  specially 
provided  foundations  not  expected  to  outlast  the  machinery  or  appa- 
ratus mounted  thereon. 

c.  STORES  EQUIPMENT. — This  includes  the  cost  of  all  equipment 
for  the  receiving,  shipping,  handling  and  storage  of  materials  and  sup- 
plies.   This  includes  loading  and  unloading  equipment  (except  cranes 
when  they  are  of  such  a  nature  as  to  be  charged  to  buildings),  derricks, 
portable  cranes,  hoists,  chain  falls,  scales,  trucks,  counters,  shelving, 
wheelbarrows,  and  the  like. 
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d.  TRANSPORTATION  EQUIPMENT. — This  includes  the  cost  of  equip- 
ment for  general  transportation  purposes  such  as  automobiles,  motor 
trucks,   trailers,  tractors,  motor  cycles,   and   other  vehicles ;   battery 
charging  outfits,  gasoline  and  oil  storage  tanks  and  pumps,  and  other 
garage  equipment ;  horses,  harness,  drays  and  wagons ;  equipment  for 
shoeing  horses,  and  equipment  for  harness  repair  shop,  vehicle  repair 
shop  and  automobile  repair  shop,  if  this  equipment  is  devoted  exclu- 
sively to  these  purposes. 

e.  TELEPHONE,  TELEGRAPH  AND  WIRELESS  SYSTEM. — This  includes 
the  cost  of  all  telephone,  telegraph  and  wireless  lines  and  equipment 
for  general  use  in  connection  with  electric  operations,  such  as  poles 
and  fixtures  used  exclusively  for  telephone  and  telegraph  wires ;  wires, 
cables,    insulators,   booths,    instruments,    switchboards,    gongs,    dyna- 
motors,  towers,  antennae,  etc. 

f.  LABORATORY  EQUIPMENT. — This  includes  the  cost  of  all  meter 
and  other  testing  apparatus  and  laboratory  equipment  not  elsewhere 
provided  for. 

g.  MISCELLANEOUS  EQUIPMENT. — This  includes  any  other  miscel- 
laneous equipment  not  elsewhere  provided  for,  such  as  construction 
equipment,  including  boilers,  engines,  motors,  hoists,  concrete  mixers 
and  distributing  apparatus,  pumps,  air  compressors,  riveters,  lathes, 
power  saws,  pipe  machines,  forges,  steam  hammers,  pile  drivers,  steam 
shovels,  lighters,  industrial  track  and  cars,  etc. ;  and  any  equipment  of 
a  permanent  nature  which  cannot  be  properly  charged  to  any  of  the 
foregoing  accounts. 

NOTE  A. — The  cost  of  small  portable  tools  and  implements,  such  as  hammers, 
saws,  wrenches,  files,  jacks,  wire  cutters,  climbing  irons,  etc.,  shall  not  be 
charged  to  this  account.  Such  items  shall  be  carried  in  account  No.  115, 
"  Materials  and  Supplies,"  until  issued  for  use,  when  "  Materials  and  Supplies  " 
shall  be  credited  and  the  appropriate  work  order  or  other  account  charged  with 
the  cost  of  the  tools  or  implements  so  issued.  The  cost  of  maintaining  tools 
and  implements  shall  be  charged  to  the  expenses  of  the  department  to  which 
they  are  assigned. 

NOTE  B. — So  far  as  practicable,  separate  sub-accounts  shall  be  maintained  for 
the  equipment  of  each  individual  office  building,  shop,  garage,  etc. 

343.     MISCELLANEOUS  TANGIBLE  CAPITAL. 

This  account  shall  include  the  cost  of  all  tangible  electric  capital  not 
elsewhere  provided  for. 

351.    ENGINEERING  AND  SUPERINTENDENCE. 

This  account  shall  include  all  expenditures  for  services  of  engineers, 
draftsmen,  and  superintendents  employed  on  preliminary  and  construc- 
tion work,  and  all  expenses  incident  to  the  work  when  such  disburse- 
ments can  not  be  assigned  to  a  particular  tangible  capital  account. 

NOTE  A. — When  any  of  the  expenses  designated  can  be  charged  direct  to  the 
primary  account  for  which  incurred,  they  shall  be  so  charged.  But  no  charges 
shall  be  made  to  permanent  investment  accounts  for  incidental  services  or 
engineering  performed  by  the  regular  employees  and  officers  of  the  accounting 
company  unless  they  have  been  specially  assigned  to  such  work. 
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NOTE  B. — Expenditures  for  tentative  or  preliminary  designs  or  experiments 
shall  be  carried  in  a  suspense  account  until  it  is  determined  whether  or  not  to 
undertake  the  construction.  If  the  project  is  continued,  such  expenditures  shall 
then  be  transferred  to  the  appropriate  fixed  capital  account;  and  if  it  is  aban- 
doned, they  shall  be  charged  to  operating  expense,  income,  or  profit  and  loss 
accounts  as  may  be  appropriate. 


352.     LAW  EXPENDITURES  DURING  CONSTRUCTION. 

This  account  shall  include  general  expenditures  of  the  following 
nature  incurred  in  connection  with  the  construction  of  an  electrical 
plant,  namely,  the  pay  and  expense  of  all  counsel,  solicitors,  and  at- 
torneys, their  clerks  and  attendants,  and  expenses  of  their .  offices ; 
printing  briefs,  legal  forms,  testimony,  reports,  etc. ;  payments  to  ar- 
bitrators for  the  settlement  of  disputed  questions;  costs  of  suit  and 
payments  of  special  fees,  notarial  fees,  and  witness  fees  and  expenses 
connected  with  taking  depositions ;  also  all  legal  and  court  expenses. 

When  any  of  the  expenditures  above  enumerated  can  be  charged 
directly  to  the  account  for  which  incurred,  they  should  be  so  charged 
and  not  to  this  account.  Expenditures  in  connection  with  the  acquisi- 
tion of  right  of  way  or  other  land  should  be  charged  to  account  No. 
311,  "  Land."  Law  expenditures  in  connection  with  the  organization 
of  the  corporation  should  be  charged  to  account  No.  301,  "  Organiza- 
tions." (See  "  Fixed  Capital  Account — General  Instructions  and  Defi- 
nitions," Section  2,  page  26). 


353.  INJURIES  AND  DAMAGES  DURING  CONSTRUCTION.' 

This  account  shall  include  all  expenditures  incident  to  injuries  to 
persons  or  damages  to  property  of  others  when  caused  directly  in  con- 
nection with  construction  of  electric  plant  and  equipment.  This  covers 
fees  and  proportion  of  salaries  and  expenses  of  physicians  and  sur- 
geons ;  compensation  insurance  \  nursing  and  hospital  'attendance ; 
medical  and  surgical  supplies,  artificial  limbs,  railroad  and  carriage 
fares  for  conveying  injured  persons  and  attendants;  funeral  expenses 
(including  payment  to  undertakers)  ;  proportion  of  pay  and  expenses  of 
claim  adjusters  and  their  clerks,  and  pay  and  expenses  of  employees 
and  others  called  in  consultation  in  relation  to  the  adjustment  of  claims 
coming  under  this  head ;  also  witness  fees,  court  costs  and  amount  of 
final  judgments. 

When  any  of  the  expenditures  above  enumerated  can  be  charged 
directly  to  the  account  for  which  incurred,  they  should  be  so  charged, 
and  not  in  this  account.  (See  "  Fixed  Capital  Accounts — General  In- 
structions and  Definitions,"  Section  2,  page  26). 

354.  TAXES  DURING  CONSTRUCTION. 

This  account  shall  include  all  taxes  and  assessments  levied  and  paid 
or  chargeable  on  property  belonging  to  t,he  accounting  company  while 
such  property  is  under  construction,  and  before  the  plant  is  opened  for 
commercial  operation,  except  special  taxes  assessed  for  street  and 
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other  improvements,  such  as  grading,  sewering,  curbing,  guttering, 
paving  sidewalks,  etc.,  which  should  be  charged  to  the  account  to  which 
the  property  benefited  is  charged. 

Whenever  any  of  the  expenditures  above  enumerated  can  be  charged 
directly  to  the  account  for  which  incurred,  they  should  be  so  charged 
and  not  to  this  account.  (See  "  Fixed  Capital  Accounts — General 
Instructions  and  Definitions,"  Section  2,  page  26). 


355.    INTEREST  DURING  CONSTRUCTION. 

When  any  bonds,  notes,  or  other  evidences  of  indebtedness  are  sold, 
or  any  interest  bearing  debt  is  incurred,  for  acquisition  or  construction 
of  plant  and  equipment,  the  interest  accruing  on  the  part  of  the  debt 
representing  cost  of  property  chargeable  to  fixed  capital  accounts 
(less  interest,  if  any,  allowed  on  unexpended  balances)  after  such  fund 
becomes  available  for  use  and  before  the  receipt  or  the  completion  or 
coming  into  service  of  the  property  so  acquired  shall  be  included  in 
this  account. 

Wrhen  such  securities  are  sold  at  a  premium,  the  proportion  of  such 
premium  assignable  to  the  time  between  date  of  the  actual  issuance  of 
the  securities  and  the  time  \vhen  the  property  acquired  or  the  improve- 
ment made  becomes  available  for  service  shall  be  credited  to  this 
account. 

This  account  shall  include  also  such  proportion  of  the  discount  and 
expense  on  long  term  debt  issued  for  construction  purposes  as  is  equit- 
ably assigned  to  the  period  between  the  date  of  the  actual  issuance  of 
the  securities  and  the  time  \vhen  the  property  acquired  or  the  improve- 
ment made  becomes  available  for  the  service  for  which  it  is  intended. 
The  proportion  of  discount  and  expense  thus  chargeable  shall  be  de- 
termined by  the  ratio  between  the  period  prior  to  the  completion  or 
coming  into  service  of  the  facilities  or  improvements  acquired  or  con- 
structed and  the  period  of  the  entire  life  of  the  securities  issued. 

This  account  shall  also  include  reasonable  charges  for  interest  during 
the  construction  period  on  the  accounting  company's  own  funds  used 
temporarily  during  such  period  for  construction  purposes. 

When  any  of  the  expenditures  above  enumerated  can  be  charged 
directly  to  the  account  for  which  incurred,  they  should  be  so  charged, 
and  not  to  this  account.  (See  "  Fixed  Capital  Accounts — General 
Instructions  and  Definitions,"  Section  2.  page  26) . 

NOTE  A. — If  any  securities  issued  or  assumed  by  the  accounting  company  are 
sold  or  exchanged  by  or  for  that  company  for  a  consideration  the  actual  money 
value  of  which  at  the  time  of  such  sale  or  exchange  is  less  than  the  value  of  the 
securities  at  par  and  the  accrued  interest  thereon,  if  any,  the  difference  between 
the  money  value  of  the  consideration  received  and  the  par  value  of  the  securities, 
plus  the  accrued  interest,  shall  be  deemed  discount,  and  in  no  case  (except  as 
provided  in  the  third  paragraph  of  this  account)  shall  discount  be  included  as 
part  of  the  cost  of  anything  charged  in  any  fixed  capital  or  investment  account 
prescribed  in  this  classification. 
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356.  MISCELLANEOUS  CONSTRUCTION  EXPENDITURES. 

This  account  shall  include  the  salaries  and  expenses  of  the  general 
officers  of  an  electric  plant  under  construction,  clerks  in  general  offices 
engaged  on  construction  accounts  or  work ;  rent  and  repair  of  general 
offices  when  rented,  with  the  office  expenses  ;  insurance  during  construc- 
tion (except  workmen's  compensation,  the  cost  of  which  is  chargeable 
to  account  No.  353,  "  Injuries  and  Damages  during  Construction  ")  ; 
also  all  construction  and  equipment  items  of  a  special  and  incidental 
.  nature  which  can  not  properly  be  charged  to  any  other  account  in  this 
classification. 

To  this  account  shall  be  credited  discounts  realized  through  prompt 
payment  of  bills  for  materials  and  supplies  used  in  construction  unless 
such  discounts  are  credited  to  the  particular  bills. 

When  any  of  the  expenditures  above  enumerated  can  be  charged 
directly  to  the  account  for  which  incurred,  they  shall  be  so  charged, 
and  not  to  this  account.  (  See  "  Fixed  Capital  Accounts — General  In- 
structions and  Definitions,"  Section  2,  page  26). 

NOTE  A. — This  account  may  include  a  suitable  proportion  of  store  expenses 
when  such  expenses  are  not  assignable  to  specific  materials. 

NOTE  B. — This  account  should  not  include  any  cost  of  organization  or  any 
costs  or  discounts  connected  with  the  issue  and  disposal  of  stocks,  long  term 
debt,  or  other  securities  and  commercial  paper. 

357.  FIXED  CAPITAL  NOT  CLASSIFIED  BY  PRESCRIBED 

ACCOUNTS. 

Under  this  head  shall  be  grouped  the  balances  in  accounts  represent- 
ing the  accounting  company's  investment  in  fixed  capital  prior  to  the 
time  when  it  began  to  follow  the  classification  of  fixed  capital  accounts 
herein  prescribed. 

358.  COST  OF  PLANT  AND  EQUIPMENT  PURCHASED. 

This  account  shall  include  the  cost  to  the  accounting  company  of 
any  plant  purchased  as  a  whole  when  such  cost  is  not  immediately 
assignable  to  primary  fixed  capital  accounts.  Where  the  contract  of 
purchase  includes  not  only  plant  and  equipment,  but  also  securities  and 
other  assets,  the  appraised  value  of  such  securities  and  other  assets 
shall  be  deducted  from  the  total  cash  cost  and  the  remainder  of  the 
cast  cost  shall  be  charged  to  this  account.  Where  the  consideration 
given  for  the  property  purchased  is  other  than  cash,  such  consideration 
shall  be  valued  on  a  current  cash  basis.  If  the  consideration  includes 
the  assumption  of  liabilities,  such  liabilities  shall  be  included  in  the 
determination  of  the  cost  at  their  cash  value  at  the  time  the  contract 
is  made. 

This  account  shall  be  used  only  as  a  clearing  account  in  which 
temporarily  to  carry  the  cost  of  plant  and  equipment  purchased  for  a 
lump  sum  until  such  time  as  a  plan  for  distributing  such  cost  to  the 
primary  accounts  appropriate  to  the  property  is  approved  by  the  regu- 
latory commission. 

NOTE  A. — The  value  at  the  time  of  purchase  of  any  securities  or  other  assets 
acquired  shall  be  included  in  the  accounts  appropriate  for  such  assets.  The  par 
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value  of  any  liability  assumed  shall  be  included  in  the  appropriate  liability 
accounts  and  any  necessary  adjustment  between  the  cash  charged  to  the  property 
accounts  and  par  value  shall  be  made  in  the  appropriate  premium  or  discount 
account. 

NOTE  B. — The  accounting  company  shall  be  prepared  to  furnish  the  regulatory 
commission  upon  demand  a  full  report  of  the  contract  of  acquisition  of  each 
plant  or  portion  thereof  purchased  and  a  statement  showing  in  detail  the  con- 
sideration given  therefor.  It  shall  procure  in  connection  with  the  acquisition  of 
any  such  plant  and  equipment  all  existing  records,  memoranda  and  accounts  in 
possession  or  control  of  the  grantor  relating  to  the  construction  and  improve- 
ments of  such  plant  and  equipment,  and  shall  preserve  such  records,  memoranda 
and  accounts  until  authorized  by  the  regulatory  commission  to  destroy  or  other- 
wise dispose  of  them.  Where  the  records,  memoranda  and  accounts  are  so 
intimately  involved  with  other  records,  memoranda  and  accounts  of  the  grantor 
as  to  make  their  transfer  impracticable  or  inadvisable,  certified  copies  of  them 
shall  be  procured  and  obtained  by  the  grantee.  The  verity  of  the  copy  shall  be 
certified  by  the  custodian  of  the  originals. 

359.     UNFINISHED  CONSTRUCTION. 

This  account  shall  include  the  balances  in  open  work  orders  rep- 
resenting additions  to  plant  and  equipment  when  the  charges  to  such 
work  orders  have  not  been  distributed  to  the  foregoing  fixed  capital 
accounts. 

NOTE. — This  account  is  intended  to  include  only  charges  for  new  construc- 
tion not  involving  any  replacement.  If,  however,  at  the  beginning  of  a  job 
involving  the  replacement  or  retirement  of  any  fixed  capital  the  accounting 
company  shall  make  full  credits  therefor  to  the  appropriate  fixed  capital  ac- 
counts, the  cost  of  installing  new  property  in  substitution  or  replacement  may 
be  carried  in  the  fixed  capital  account  "Unfinished  Construction." 
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STANDARD    FORM    OF    INCOME    ACCOUNT 

Ac- 
Item  count 

Income  from  Operating  Properties: 

1  401  Operating  revenues ***     $ 

2  402  Operating  expenses $ 

3  403  Uncollectible  bills   

4  404  Taxes  assignable  to  electric  operations *** 


5  Total  revenue  deductions *** 


6  Operating   income  applicable   to   corporate   and 

leased  properties   ***     $ 

7  411     Rent  for  lease  of  other  electric  plant $ 

8  412     Joint  facility  rents 

9  413     Miscellaneous  rents 

10    414     Amortization  of  limited  term  land  rights *** 


1 1  Total  (items  7  to  10  inclusive) $ 

12  415     Rent  accrued  from  lease  of  electric  plant — Cr.  . 


13  Net  rent  deduction  (credit  balance  in  red)  .     *** 

14  Ba'ance  of  income  applicable  to  corporate  prop- 


erty 


*** 


Income  from  Non-operating  Properties: 

15  421  Miscellaneous  rent  revenues $ 

16  422  Interest  on  long  term  debt  owned 

17  423  Miscellaneous  interest  revenues 

18  424  Dividend  revenues 

19  425  Income  Trom  special  funds 

20  426  Miscellaneous  non-operating  revenues *** 


Total  (items  15  to  20  inclusive) $ 

22     427     Non-operating  revenue  deductions *** 


-    23  Total  miscellaneous  income  .  *** 


24  Gross  corporate  income  (items  14  and  23) ***     $ 
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A 

Item  coui 

Z 

25    431 
26    432 
27    433 
28    434 
29    435 
30    436 

31     437 
32 
33 

D\ 

34    441 
35    442 
36    443 

37 
38 

c- 
it 

deductions  from  Gross  Corporate  Income: 

Interest  on  long  term  debt  and  debenture  stocks  .     $ 
Miscellaneous  interest  deductions  

*** 
*** 
*** 
*** 
*** 

*** 
*** 

Amortization  of  debt  discount  and  expense  

Amortization  of  premium  on  debt-Cr  

Miscellaneous  amortization  chargeable  to  income 
Miscellaneous  deductions   from  gross  corporate 
income  

Taxes  on  net  income  

Total  deductions  from  gross  corporate  income     *** 
Net  income  (loss  in  red)   *** 

$ 

*** 
*** 
*** 

'sposition  of  Net  Income: 
Sinking  fund  appropriations  $ 

Dividend  appropriations  of  income  

Miscellaneous  appropriations  of  net  income.... 

Total  appropriations  of  net  income  *** 

Balance  transferred  to  surplus.  .                                 *** 

$ 
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INCOME   ACCOUNTS 
GENERAL  INSTRUCTIONS  AND  DEFINITIONS 

1.  Income  Accounts  Defined. — The  income  accounts  are  those 
that  show  the  sources  and  disposition  of  income  during  a  given  period. 
Any  change  in  the  items  shown  on  a  balance  sheet  at  the  end  of  such 
a  period  as  compared  with  a  balance  sheet  at  the  beginning  of  the 
period,  which  is  not  merely  a  transfer  from  one  balance  sheet  account 
to  another,  that  is  to  say,  any  transaction  which  affects  the  profit  and 
loss  balance  must  be  explained  by  the  income  accounts  or  by  the  profit 
and  loss  accounts.    A  summary  statement  of  income  accounts  arranged 
in  convenient  form  to  show  the  accounting  history  of  a  given  period 
is  usually  called  collectively  the  "  Income  Account."    Income  accounts 
whose  title  and  definition  plainly  indicate  that  they  are  summaries  of 
other  accounts  are  not  required  to  be  set  up  as  special  ledger  accounts, 
though  it  may  often  be  a  matter  of  bookkeeping  convenience  to  do  so. 

2.  Form  of  Income  Account. — The  form  in  which  the  income 
account  is  stated  is  generally  of  great  importance  as  affecting  the 
conclusions  that  may  be  drawn  therefrom  concerning  the  results  of 
the  enterprise.     The  standard  form  adopted  for  the  purpose  of  this 
classification  is  shown  on  pages  47  and  48.    In  this  form  of  statement 
there  are  certain  terms  used  to  indicate  divisions  of  the  income  account 
which  require  special  definition,  given  in  the  following  paragraphs. 

3.  Revenues. — The   word  revenues   as   used   herein    means   all 
amounts  of  money  which  the  accounting  company  receives  or  becomes 
lawfully  entitled  to  recover  for  services  rendered,  for  products  sold, 
as  profits  on  merchandise  sold,  or  as  a  return  upon  its  property  (or 
interests  in  property).     Revenues  are  classified  as  operating  revenues 
and  non-operating  revenues. 

4.  Operating  Revenues. — Operating  revenues  are  those  derived 
from  the  sale  of  products  and  merchandise,  from  services  rendered, 
from  return  on  property  used  by  the  person  or  corporation  in  its  own 
operations,  and  from  interest  on  current  funds. 

5.  Non-operating  Revenues. — Non-operating  revenues  are  those 
derived  as  a  return  upon  the  property  of  the  accounting  company 
in  the  hands  of  others  or  from  its  interest  in  property  in  the  hands 
of  others.    They  may  be  sub-classified  as  rents,  interest  dividends,  and 
miscellaneous. 

6.  Revenue  Deductions. — Revenue  deductions  include  expenses, 
taxes,  and  uncollectible  bills. 

7.  Expenses. — Expenses  are  those  outgoes  (including  losses  due 
to  the  retirement  of  capital)   necessary  to  the  production  and  dis- 
tribution of  the  commodities  sold,  and  the  services  rendered,  and  to 
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the  collection  of  the  revenues.     They  are  divided  into  operating  ex- 
penses, and  non-operating  expenses. 

8.  Taxes. — Taxes  are  those  annual  or  other  payments  exacted 
by  governments  for  the  purpose  of  raising  funds  for  public  uses. 

9.  Uncollectible  Bills. — When  a  corporation  is  engaged  regu- 
larly in  rendering  to  general  consumers  a  service,  or  in  supplying  to 
such  consumers  a  commodity,  current  accounts  or  claims  against  such 
consumers  for  such  services  rendered  or  commodity  supplied  which 
are  incapable  of  collection  by  the  exercise  of  reasonable  diligence  are 
included  under  the  name  Uncollectible  Bills. 

10.  Income. — Income  is  what  is  left  after  subtracting  revenue 
deductions  from  revenue.    Income  from  operating  properties  is  income 
derived  from  the  operation,  or  as  a  compensation  for  the  use,  of  proper- 
ties devoted  to  the  undertakings  for  which  the  accounting  company  is 
organized.     Income  from  non-operating  properties  is  income  derived 
from  properties  not  devoted  to  the  undertakings  for  which  the  account- 
ing company  is  organized ;  also  from  properties  not  belonging  to  the  ac- 
counting company,  but  in  which  it  has  an  interest  through  ownership  of 
stocks,  bonds,  or  otherwise.    Operating  income  applicable  to  corporate 
and  leased  properties  is  that  income  arising  from  any  class  of  operations 
which  is  available  to  pay  a  return  in  one  form  or  another  upon  capital 
employed  in  that  class  of  operations.    Income  applicable  to  corporate 
property  is  that  income  which  is  available  to  pay  a  return  in  one  form 
or  another  on  capital  owned  by  the  accounting  company.     It  is  the 
operating  income  applicable  to  corporate  and  leased  properties  less 
rentals  for  the  use  of  capital  not  owned.    Gross  incom<e  is  income  from 
all  sources  whatsoever.     It  might  also  be  called  total  net  revenue. 
Gross  corporate  income  is  that  income  applicable  to  corporate  prop- 
erties, that  is,  gross  income  less  rentals  for  capital  not  owned.     Net 
inco'me  is  that  amount  left  after  all  contractual  or  compulsory  deduc- 
tions have  been  made  from  gross  income  except  such  sinking  fund 
accruals  as  are  required  to  be  temporarily  reserved. 

11.  Rents. — Rents  are  payments  for  the  use  of  capital.     In  this 
respect  they  are  analogous  to  interest  and  like  interest  are  a  part  of  the 
return  upon  capital  invested  in  the  enterprise.     For  many  purposes, 
however,  it  is  desirable  that  the  amount  available  for  a  return  upon 
capital  represented  by  property  which  the  accounting  company  owns 
should  be  segregated  from  the  amount  available  for  a  return  upon  all 
properties  used  in  the  business,  including  that  which  is  not  owned  but 
used  under  a  contract  or  agreement  to  pay  periodically  for  such  use  a 
fixed  or  variable  sum.    The  standard  form  of  income  statement  estab- 
lished by  this  system  of  accounts  provides,  therefore,  for  deducting 
from  gross  income  all  rentals  paid  for  the  use  of  capital  not  owned, 
leaving  as  gross  corporate  income  the  amount  available  for  a  return 
upon  that  part  of  the  capital  invested  in  the  enterprise  which  is  repre- 
sented by  property  owned  by  the  accounting  company. 

12.  -  Delayed   Income   Items. — Delayed    items    are  those    repre- 
senting transactions  which  occurred  prior  to  the  period  covered  by  the 
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income  account,  but  which  were  not  recorded  currently.  Such  items 
may  be  charged  or  credited  to  the  appropriate  income  account  for  the 
fiscal  period  in  which  the  transactions  are  actually  recorded.  If,  how- 
ever, the  amount  of  such  items  is  relatively  so  large  that  its  inclusion 
in  the  income  account  for  a  ^single  year  would  result  in  a  seriously 
abnormal  income  statement  and  no  provision  has  been  made  through 
accruals  to  reserves  or  suspense  accounts  for  anticipating  such  trans- 
actions, the  accounting  company  may  distribute  the  amount,  or  any  part 
thereof,  to  Profit  and  Loss. 
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TEXT  PERTAINING  TO  INCOME  ACCOUNTS 

401.  OPERATING  REVENUES. 

Under  this  head  shall  be  shown  the  total  revenues  of  the  accounting 
company  from  electric  operations  during  the  period  covered  by  the 
income  account.  (For  the  primary  operating  revenue  accounts  see 
pages  66  to  68.) 

402.  OPERATING  EXPENSES. 

Under  this  head  shall  be  shown  the  total  expenses  of  the  accounting 
company  for  electric  operations  during  the  period  covered  by  the  in- 
come  account. (For  the  primary  operating  expense  accounts  see  pages 
69  to  108.) 

403.  UNCOLLECTIBLE  BILLS. 

This  account  shall  include  charges  for  accounts  due  from  con- 
sumers or  customers  which,  after  a  reasonably  diligent  effort  to  collect, 
have  proved  impracticable  of  collection.  If  accounts  which  have  been 
so  written  off  are  afterwards  collected,  the  amount  received  should  be 
credited  to  this  accoun't. 

NOTE  A. — Charges  to  this  account  may  be  made  on  the  basis  of  the  estimated 
average  loss  due  to  uncollectible  accounts  in  which  case  the  concurrent  credit 
shall  be  to  a  special  account  under  balance  sheet  account  No.  257,  "  Miscellaneous 
Reserves."  To  the  reserve  thus  established  shall  be  charged  such  accounts  as 
are  determined  to  be  uncollectible.  When  charges  for  uncollectible  accounts 
are  thus  made  by  estimate,  the  estimate  shall  be  adjusted  at  the  end  of  each 
fiscal  year  to  conform  to  the  experience  of  the  accounting  company  as  deter- 
mined by  analysis  of  its  accounts  receivable. 

NOTE  B. — In  its  annual  report  to  the  regulatory  commission  the  accounting 
company  may  be  required  to  state  the  rule  by  which  is  determined  what  accounts 
are  to  be  charged  off  as  uncollectible. 

404.  TAXES  ASSIGNABLE  TO  ELECTRIC  OPERATIONS. 

This  account  shall  include  the  amount  of  taxes  applicable  to  the 
electric  operations  of  the  accounting  company  during  the  period  for 
which  the  income  account  is  stated. 

Separate  account  shall  be  kept  of  the  taxes  applicable  to  electric 
operations  and  to  operations  other  than  electric,  as  well  as  to  non-opera- 
ting revenues,  if  the  accounting  company  has  such  other  operations  or 
non-operating  revenues.  When  taxes  are  levied  on  property  used  in 
two  or  more  different  classes  of  operations  in  such  a  way  that  the 
amount  applicable  to  each  class  is  not  definitely  stated,  the  total  amount 
of  the  levy  shall  be  apportioned  by  the  accounting  company  on  some 
fair  basis  between  the  two  or  more  classes  of  operations.  In  annual 
reports  to  the  regulatory  commission  the  basis  of  such  apportionment 
shall  be  stated. 
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The  tax  accounts  shall  be  charged  at  regular  accounting  intervals 
and  the  "Tax  Liability  Account"  (see  note  under  account  No.  2^1, 
"  Taxes  Accrued  ")  concurrently  credited  with  the  period's  proportion 
of  taxes  applicable  to  the  operations  covered  by  each  account.  If  the 
exact  amounts  of  the  annual  taxes  are  not  known,  they  shall  be  esti- 
mated and  a  due  share  of  the  estimated  amounts  shall  be  charged  for 
each  accounting  period.  From  time  to  time  during  the  year  as  the 
actual  tax  levies  become  known  the  periodic  charges  shall  be  adjusted 
so  as  to  include  as  nearly  as  possible  the  total  amount  of  the  taxes  in 
the  period  to  which  they  apply. 

NOTE  A. — Taxes  on  property  leased  shall  be  charged  to  the  appropriate 
tax  account  by  the  party  which  under  the  terms  of  the  lease  contract  actually 
pays  such  taxes.  If  by  the  provisions  of  the  lease  the  party  actually  paying 
the  taxes  is  reimbursed  by  the  other  party  to  the  lease,  the  amount  of  such 
reimbursement  shall  when  the  taxes  are  paid  in  the  first  instance  by  the  lessor. 
be  credited  to  the  appropriate  rent  revenue  account  of  the  lessor  and  charged 
by  the  lessee  to  the  appropriate  rent  deduction  account;  when  the  taxes  are 
paid  in  the  first  instance  by  the  lessee,  the  amount  of  the  reimbursement  shall 
be  credited  to  the  appropriate  rent  deduction  account  of  the  lessee  and  charged 
by  the  lessor  to  the  appropriate  rent  revenue  account. 

NOTE  B. — The  tax  accounts  must  not  include  any  fees  or  charges  sometimes 
called  taxes,  such  as  water  taxes,  drainage  taxes,  or  fire  taxes,  which  are 
payments  for  some  specific  service  rendered  by  the  government. 

NOTE  C. — If  income  and  excess  profits  taxes  are  not  allowed  by  the  regu- 
latory commission  as  revenue  deductions  in  computing  the  "  fair  return "  on 
invested  capital,  they  should  not  be  charged  to  this  account,  but  to  account  No. 
437,  "  Taxes  on  Net  Income,"  which  see. 

411.  RENT  FOR  LEASE  OF  OTHER  ELECTRIC  PLANT. 

This  account  shall  include  all  amounts  accrued  against  the  account- 
ing company  for  rent  of  any  electric  plant  constituting  a  distinct  operat- 
ing unit,  such  as  a  production  plant  or  distribution  system,  under  a  lease 
giving  exclusive  possession  to  the  lessee. 

412.  JOINT  FACILITY  RENTS. 

This  account  shall  include  all  rents  accrued  against  the  accounting 
company  for  the  use  of  property  not  in  its  exclusive  possession.  This 
covers  such  matters  as  payments  for  the  joint  use  of  offices,  etc. 

413.  MISCELLANEOUS  RENTS. 

This  account  shall  include  all  rent  deductions  for  the  use  of  prop- 
erty employed  in  operation  not  provided  for  in  the  two  foregoing  ac- 
counts. This  covers  such  items  as  rent  for  the  exclusive  use  of  build- 
ings and  other  properties. 

NOTE  A. — Rent  for  property  not  used  in  operation  shall  not  be  charged  to 
this  account,  but  to  account  No.  427,  "  Non-operating  Revenue  Deductions." 

NOTE  B. — Rent  for  rooms  in  office  buildings  where  the  payment  covers  heat, 
light,  janitor,  and  other  service,  and  maintenance  shall  not  be  charged  to  this 
account,  but  to  account  No.  781,  "Undistributed  General  Expenses,"  or  the  ap- 
propriate sub-division  thereof,  or  to .  the  corresponding  departmental  expense 
account  if  the  rooms  rented  are  devoted  wholly  to  the  use  of  one  department 
as,  for  example,  the  commercial  department. 
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414.  AMORTIZATION  OF  LIMITED  TERM  LAND  RIGHTS'. 
When  the  right  to  use  land  for  a  limited  term  has  been  acquired  under 

a  contract  by  which  the  consideration  is  a  single  immediate  payment 
instead  of  a  series  of  periodic  rentals  during  the  term  for  which  the 
land  is  transferred,  this  account  shall  include  an  amount  sufficient  to 
cover  the  portion  of  the  life  of  such  limited  interest  in  land  as  has  ex- 
pired during  the  accounting  period.  The  amount  charged  to  this  ac- 
count shall  be  concurrently  credited  to  the  fixed  capital  account  to 
which  the  cost  of  acquiring  such  an  interest  in  land  was  originally 
charged. 

415.  RENT  ACCRUED  FROM  LEASE  OF  ELECTRIC  PLANT 

— CR. 

This  account  shall  include  all  amounts  accruing  to  the  accounting 
company  as  rental  for  its  electric  plant  or  any  part  thereof  constituting 
a  distinct  operating  unit,  such  as  a  production  plant  or  distribution 
system,  under  a  lease  giving  exclusive  possession  to  the  lessee. 

NOTE. — Rentals  received  for  the  use  of  comparatively  small  portions  of  plant 
or  equipment,  not  constituting  a  distinct  operating  unit,  the  cost  of  which  is 
carried  in  electric  fixed  capital  accounts,  and  the  cost  of  maintaining  which  is 
ordinarily  borne  by  the  owner,  shall  not  be  credited  to  this  account  but  to 
operating  revenue  account  No.  613,  "  Rent  from  Property  Used  in  Operations," 
even  though  the  lessee  has  exclusive  possession. 

421.  MISCELLANEOUS  RENT  REVENUES. 

This  account  shall  include  all  rent  revenues  accruing  to  the  account- 
ing company  from  properties  not  devoted  to  the  undertakings  for  which 
it  is  organized.  This  covers  such  revenues  as  rentals  from  real  estate 
not  used  in  operations. 

422.  INTEREST  ON  LONG  TERM  DEBT  OWNED. 

This  account  shall  include  interest  accruing  to  the  accounting  com- 
pany upon  securities  of  other  companies  and  national,  state,  or  munici- 
pal governments.  Interest  accrued  shall  not  be  credited  to  this  ac- 
count unless  its  payment  is  reasonably  assured;  in  other  cases  credits 
to  this  account  shall  be  based  upon  the  interest  actually  collected. 

NOTE  A. — No  interest  upon  reacquired  securities  issued  or  assumed  by  the 
accounting  company  shall  be  credited  to  this  account. 

NOTE  B. — Interest  accrued  on  securities  of  other  companies  held  in  sinking 
or  other  special  funds  shall  not  be  credited  to  this  account,  but  to  account  Ho. 
425,  "  Income  from  Special  Funds." 

423.  MISCELLANEOUS  INTEREST  REVENUES. 

This  account  shall  include  interest  accrued  to  the  accounting  com- 
pany on  loans,  notes,  and  advances,  special  deposits,  and  all  other  inter- 
est bearing  assets  except  funded  securities  and  current  funds  employed 
primarily  in  the  conduct  of  the  business  for  which  the  accounting  com- 
pany is  organized.  Interest  accrued  shall  not  be  credited  to  this 
account  unless  its  payment  is  reasonably  assured ;  in  other  cases  cfedits 
to  this  account  shall  be  based  upon  the  interest  actually  collected. 
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424.  DIVIDEND  REVENUES. 

This  account  shall  include  revenues  derived  by  the  accounting  com- 
pany from  dividends  on  stocks  of  other  companies  held  by  it.  Accruals 
of  guaranteed  dividends  may  be  included  in  this  account  if  their  pay- 
ment is  reasonably  assured. 

NOTE  A. — No  dividends  on  reacquired  securities  issued  or  assumed  by  the 
accounting  company  shall  be  credited  to  this  account. 

NOTE  B. — Dividend  revenues  from  securities  of  other  companies  held  in  sink- 
ing or  other  special  funds  shall  not  be  credited  to  this  account,  but  to  account 
No.  425,  "  Income  from  Special  Funds." 

425.  INCOME  FROM  SPECIAL  FUNDS. 

This  account  shall  include  income  (whether  interest  or  dividends), 
accrued  on  cash,  securities  (not  issued  or  assumed  by  the  accounting 
company),  and  other  assets  held  in  sinking  and  other  special  funds. 

NOTE. — This  account  covers  all  income  from  investments  of  special  funds, 
whether  required  to  be  retained  in  the  fund  or  not.  If  such  income  is  required 
to  be  retained  in  the  fund  and  the  fund  required  to  be  represented  by  a  reserve, 
the  amount  of  such  accretions  to  the  fund  shall  be  concurrently  credited  to  the 
appropriate  reserve  account  and  charged  to  account  No.  441,  "  Sinking  Fund 
Appropriations,"  or  account  No.  443,  "  Miscellaneous  Appropriations  of  Net 
Income,"  as  may  be  appropriate. 

426.  MISCELLANEOUS    NON-OPERATING   REVENUES. 

This  account  shall  include  all  revenues  accruing  to  the  accounting 
company  in  accordance  with  the  terms  of  any  contract  by  which  the 
company  is  entitled  to  participate  in  the  profits  resulting  from  the 
operations  of  others  and  all  other  non-operating  revenues  not  provided 
for  in  any  of  the  foregoing  accounts. 

NOTE. — "  Profits  from  the  Operation  of  Others  "  does  not  include  any  dividends 
on  stock.  Revenues  from  dividends  should  be  credited  to  account  No.  424, 
"  Dividend  Revenues." 

427.  NON-OPERATING  REVENUE  DEDUCTIONS. 

This  account  shall  include  all  expenditures  necessary  to  receiving  or 
collecting  non-operating  revenues  as  listed  under  the  following  sub- 
heads. If  desired,  each  sub-head  may  be  made  a  separate  ledger  ac- 
count. The  analysis  of  non-operating  revenue  deductions  by  such 
sub-heads  may  be  required  in  annual  reports  to  the  regulatory  commis- 
sion. 

a.  RENT  EXPENSE. — This  covers  all  expenses  arising  in  connection 
with  the  procuring  of  revenues  from  rented  properties  which  are  prop- 
erly credited  to  account  No.  421,  "  Miscellaneous  Rent  Revenues," 
such  as  the  cost  of  negotiating  contracts,  advertising  for  tenants,  fees 
paid  conveyancers,  collectors'  commissions,  cost  of  enforcing  payment 
of  rent,  cost  of  ousting  tenants,  etc.  This  includes  expense  while  the 
property  is  idle  awaiting  occupant ;  also  cost  of  maintenance  of  property 
when  such  cost  is  borne  by  the  owner.  Such  maintenance  does  not 
include  taxes. 
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b.  INTEREST  EXPENSE. — This  covers  all  expenses  in  connection  with 
the  collection  of  interest  upon  investments.     It  does  not  include  taxes 
on  such  investments.- 

c.  DIVIDEND  EXPENSES. — This  covers  all  expenses  in  connection  with 
the  collection  of  dividends  on  stocks  of  other  corporations ;  also  all 
expenses  incurred,  as  in  the  investigation  of  the  affairs  of  the  corpora- 
tions whose  stocks  are  held,  whether  for  the  purpose  of  detecting  mis- 
management, or  for  the  purpose,  of  inducing  the  declaration  of  divi- 
dends; and  all  expenses  connected  with  enforcing  payments  of  divi- 
dends when  declared. 

d.  MISCELLANEOUS   NON-OPERATING   EXPENSE. — This   covers  the 
cost  of  negotiating  contracts  by   which  the  accounting  company   is 
entitled  to  share  in  profits  from  the  operation  of  others,  and  all  ex- 
penses of  collecting  the  accounting  company's  proportion  of  such  profits 
and  all  expenses  of  procuring  the  modification  or  dissolution  of  any 
such  contract ;  also  all  other  non-operating  expenses  (as  expenses  are 
defined  under  "  Income  Accounts — General  Instructions  and  Defini- 
tions," Section  7,  Page  49)  which  are  not  provided  for  under  the  fore- 
going sub-heads. 

e.  NON-OPERATING  TAXES. — This  covers  all  taxes  accruing  upon 
non-operating  property,  revenue  from  which  is  properly  credited  to 
accounts  Nos.  422  to  426,  inclusive,  and  all  other  taxes  not  upon  prop- 
erty but  assignable  to  non-operating  revenues. 

f.  UNCOLLECTIBLE    NON-OPERATING    REVENUES. — This  covers  any 
non-operating  revenues  judged  by  the  accounting  company  to  be  un- 
collectible. 

431.  INTEREST  ON  LONG  TERM  DEBT  AND  DEBENTURE 

STOCKS. 

This  account  shall  include  all  interest  accrued  on  outstanding  long 
term  debt  issued  or  assumed  by  the  accounting  company,  the  liability 
for  which  is  included  under  balance  sheet  account  No.  211,  "Long 
Term  Debt"  ;  also  interest  accrued  on  debenture  stocks  and  on  receiver's 
certificates  which  mature  more  than  one  year  after  date  of  issue.  This 
account  does  not  include  interest  on  securities  held  by  the  accounting 
company  in  its  treasury,  in  sinking  or  other  special  funds,  or  pledged 
as  collateral. 

NOTE  A. — The  amount  charged  to  this  account  shall  be  concurrently  credited 
to  account  No.  232,  "  Interest  Accrued,"  to  which  account  shall  be  debited  pay- 
ments made  on  account  of  interest. 

NOTE  B. — If  any  securities  issued  or  assumed  by  the  accounting  company  are 
held  in  a  sinking  or  other  special  fund,  the  interest  on  such  securities  shall  not 
be  charged  to  this  account. 

432.  MISCELLANEOUS  INTEREST  DEDUCTIONS. 

This  account  shall  include  interest  on  all  short-term  obligations  of 
the  accounting  company  such  as  notes  or  loans  for  terms  of  less  than 
one  year,  unpaid  taxes,  consumers'  deposits,  or  other  accounts  payable, 
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etc.  It  shall  also  include  interest  on  advances  from  affiliated  com- 
panies (see  balance  sheet  account  No.  241,  "Advances  from  Affiliated 
Companies")  ;  and  interest  on  receiver's  certificates  which  mature  in 
one  year  or  less  after  date  of  issue. 

433.  AMORTIZATION  OF  DEBT  DISCOUNT  AND  EXPENSE. 

This  account  shall  include  for  any  fiscal  period  that  proportion  of 
the  unamortized  discount  and  expense  on  outstanding  debt  which  is 
applicable  to  the  period.  This  proportion  shall  be  determined  accord- 
ing to  a  rule  the  uniform  application  of  which  during  the  interval  be- 
tween the  issue  and  maturity  of  any  debt,  will  completely  amortize  or 
wipe  out  the  discount  at  which  such  debt  was  issued  and  the  debt 
expense  connected  therewith. 

434.  AMORTIZATION  OF  PREMIUM  ON  DEBT— CR. 

This  account  shall  include  for  any  fiscal  period  the  proportion  of 
the  premium  at  which  outstanding  debt  was  issued  which  was  applicable 
to  the  period.  This  proportion  shall  be  determined  according  to  a 
rule  the  uniform  application  of  which  during  the  interval  between  the 
issue  and  the  maturity  of  any  debt  will  completely  amortize  or  wipe 
out  the  premium  at  which  such  debt  was  issued. 

435.  MISCELLANEOUS  AMORTIZATION  CHARGEABLE  TO 

INCOME. 

This  account  shall  include  such  amounts  as  the  accounting  company 
may  be  required  to  charge  to  income  in  amortization  of  intangible  book 
value  or  other  items  carried  among  its  assets. 

436.  MISCELLANEOUS  DEDUCTIONS  FROM  GROSS  COR- 

PORATE INCOME. 

This  account  shall  include  all  contractual  deductions  from  gross  cor- 
porate income  not  provided  for  in  any  of  the  foregoing  accounts.  This 
covers  unsecured  accruals  of  obligations  arising  under  contracts  where- 
by the  accounting  company  has  guaranteed  the  annual  or  more  frequent 
periodic  payment  of  money  or  performance  of  other  obligations  on  the 
part  of  another  corporation  or  person  and  because  of  the  default  of 
such  other  corporation  or  person  the  liability  of  the  accounting  company 
has  become  actual ;  losses  resulting  from  the  operations  of  others  when- 
ever in  accordance  with  the  terms  of  any  contract  the  accounting  com- 
pany is  bound  to  contribute  toward  reimbursement  of  such  losses ;  and 
income  taxes  levied  upon  bondholders  and  assumed  by  the  accounting 
company. 

437.  TAXES  ON  NET  INCOME. 

This  account  shall  include  accruals  to  cover  the  accounting  com- 
pany's liability  for  the  payment  of  federal  income  tax,  federal  excess 
profits  tax,  state  income  taxes,  or  other  similar  taxes  when  such  taxes 
are  not  allowed  by  the  regulatory  commission  as  revenue  deductions  in 
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computing  the  "  fair  "  return  on  invested  capital,  but  are  considered  to 
be  a  charge  against  the  stockholders  or  other  owners  of  the  enterprise 
instead  of  an  expense  of  the  business  to  be  transferred  to  the  public 
through  the  prices  charged  for  the  service  which  the  accounting  com- 
pany renders. 

This  account  shall  be  charged  at  regular  accounting  intervals  and 
the  "  Tax  Liability  Account  "  (see  note  under  account  No.  231,  "  Taxes 
Accrued  ")  concurrently  credited  with  the  period's  proportion  of  such 
taxes.  If  the  exact  amount  of  the  annual  taxes  is  not  known,  it  shall 
be  estimated  and  a  due  share  of  the  estimated  amount  be  charged  for 
each  accounting  period.  From  time  to  time  during  the  year,  as  the 
actual  tax  levies  become  known,  the  periodic  charges  shall  be  adjusted 
so  as  to  include  as  nearly  as  may  be  possible  the  total  amount  of  the 
taxes  in  the  period  to  which  they  apply. 

441.  SINKING  FUND  APPROPRIATIONS. 

This  account  shall  include  such  accounts  as  are  required  by  mort- 
gage provision  or  otherwise  to  be  charged  to  income  for  the  purpose  of 
retiring  or  reducing  the  bonded  or  other  obligations  of  the  accounting 
company.  It  shall  also  include  such  accretions  from  the  investments 
of  funds  specifically  set  aside  for  the  above  described  purpose  as  are  re- 
quired to  be  added  to  a  sinking  fund  reserve  (see  also  account  No. 
425,  "  Income  from  Special  Funds  "). 

442.  DIVIDEND  APPROPRIATIONS  OF  INCOME. 

This  account  shall  include  amounts  declared  payable  as  dividends 
out  of  the  income  for  the  period  for  which  the  income  account  is  stated 
on  actually  outstanding  capital  stock  issued  or  assumed  by  the  account- 
ing company. 

This  account  shall  be  subdivided  so  as  to  show  separately  the  divi- 
dends on  the  various  classes  of  capital  stock. 

If  the  dividend  is  not  payable  in  cash,  the  consideration  shall  be 
described  in  the  entry  with  sufficient  particularity  to  identify  it. 

NOTE. — This  account  shall  not  include  charges  for  dividends  on  capital  stock 
issued  or  assumed  by  the  accounting  company  and  owned  by  it  whether  held  in 
the  treasury,  in  special  deposits,  in  sinking  or  other  reserve  funds,  or  pledged  as 
collateral. 

443.  MISCELLANEOUS    APPROPRIATIONS    OF    NET    IN- 

COME. 

This  account  shall  include  all  appropriations  of  net  income  not  pro- 
vided for  in  the  three  preceding  accounts.  This  covers  appropriations 
of  income  to  special  fund  reserves  (see  account  No.  425,  "  Income 
from  Special  Funds"). 
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STANDARD  FORM  OF  PROFIT  AND  LOSS  ACCOUNT 

Dr.       Cr. 

Balance  at  beginning  of  the  fiscal  period 
Balance  transferred  from  income  account 

501 .  Dividend  appropriations  of   surplus 

502.  Appropriations  to  reserves  *** 

503.  Miscellaneous  credits  to  Profit  and  Loss  *** 

504.  Miscellaneous  debits  to  Profit  and  Loss  *** 
Balance  at  the  end  of  the  fiscal  period 
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PROFIT  AND  LOSS  ACCOUNTS 

GENERAL   INSTRUCTIONS   AND   DEFINITIONS 

1.  Profit   and    Loss    Account   Denned. — The    Profit    and    Loss 
account  is  the  collective  title  for  a  small  group  of  accounts  which  form 
the  connecting  link  between  the  income  account  and  the  balance  sheet. 
Its  principal  function  is  to  explain  changes  in  the  corporate  surplus  or 
deficit  during  a  given  fiscal  period  as  affected,  first  by  the  net  result 
of  all  the  transactions  reported  in  the  income  account ;  second,  by 
appropriations  of  surplus  for  specific  purposes  made  at  the  option  of 
the  accounting  company ;  and  third,  by  special  and  unusual  transactions 
or   adjustments   such  as  are  not   regularly   recorded   in   the   income 
account. 

2.  Delayed  Income  Items. — Delayed  items  are  those  represent- 
ing transactions  which  occurred  prior,  to  the  period  covered  by  the 
income  account,  but  which  were  not  recorded  currently.     Such  items 
may  be  charged  or  credited  to  the  appropriate  income  account  for  the 
fiscal  period  in  which  the  transactions  are  actually  recorded.    If,  how- 
ever, the  amount  of  such  items  is  relatively  so  large  that  its  inclusion 
in  the  income  account  for  a  single  year  would  result  in  a  seriously 
abnormal  income  statement,  and  no  provision  has  been  made  through 
accruals  to  reserves  or  suspense  for  anticipating  such  transactions,  the 
accounting  company  may  distribute  the  amount,  or  any  part  thereof, 
to  Profit  and  Loss. 

NOTE. — The  complete  analysis  of  each  of  the  Profit  and  Loss  Accounts  here- 
under  may  be  required  in  annual  reports  to  the  regulatory  commission. 
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TEXT  PERTAINING  TO  PROFIT  AND  LOSS  ACCOUNTS 

501.  DIVIDEND  APPROPRIATIONS   OF   SURPLUS. 

This  account  shall  include  amounts  declared  payable  as  dividends 
out  of  accumulated  surplus  on  actual  outstanding  capital  stock  issued 
or  assumed  by  the  accounting  company. 

This  account  shall  be  divided  so  as  to  show  separately  the  divi- 
dends on  the  various  classes  of  capital  stocks. 

If  a  dividend  is  not  payable  in  cash,  the  consideration  shall  be 
described  in  the  entry  with  sufficient  particularity  to  identify  it. 

NOTE. — This  account  shall  not  include  charges  for  dividends  on  capital  stock 
issued  or  assumed  by  the  accounting  company  and  owned  by  it,  whether  held  in 
the  treasury,  in  special  deposits,  in  sinking  or  other  funds,  or  pledged  as  col- 
lateral. 

502.  APPROPRIATIONS  TO  RESERVES. 

This  account  shall  include  appropriations  from  surplus  for  sinking 
fund  and  other  reserves  and  allotments  of  surplus  or  payment  of 
definite  amounts  from  surplus  into  sinking  fund  and  other  reserves 
under  the  terms  of  mortgages,  deeds  of  trust,  or  other  contracts; 
amounts  estimated  to  be  necessary  to  bring  the  retirement  reserve 
up  to  an  adequate  figure ;  and  such  other  appropriations  of  surplus  to 
be  set  aside  in  special  reserve  accounts  as  the  accounting  company  may 
have  the  right  or  duty  to  make. 

503.  MISCELLANEOUS  CREDITS  TO  PROFIT  AND  LOSS. 

This  account  shall  include  all  credits  affecting  the  accounting  com- 
pany's surplus  or  deficit  and  not  elsewhere  provided  for,  such  as : 

Adjustments  or  cancellation  of  balance  sheet  accounts. 

Cancellation  of  balance  sheet  accounts  representing  unclaimed 
wages  and  vouchered  accounts  written  off  because  of  the  accounting 
company's  inability  to  locate  the  creditor. 

Profit  derived  from  the  sale  of  miscellaneous  investments. 

Credits  resulting  from  adjustments  required  to  bring  to  par  secur- 
ities issued  or  assumed  by  the  accounting  company  and  reacquired  at  a 
cost  less  than  par  value. 

Premiums  on  capital  stock  at  the  time  of  its  reacquirement.  (See 
"  Balance  Sheet  Accounts — General  Instructions  and  Defirytions," 
Section  11,  page  5). 

Unreleased  premiums  on  funded  debt  reacquired  before  maturity. 
(See  "  Balance  Sheet  Accounts — General  Instructions  and  Definitions," 
Section  12,  page  6). 

NOTE. — If  old  accounts  are  collected  which  have  been  previously  written  off 
as  uncollectible,  the  amount  received  should  be  credited  to  the  account  which 
was  originally  charged  when  the  amount  in  question  was  written  off,  and  not  to 
"  Profit  and  Loss." 
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504.    MISCELLANEOUS  DEBITS  TO  PROFIT  AND  LOSS. 

This  account  shall  include  all  debits  affecting  the  accounting  com- 
pany's surplus  or  deficit  and  not  elsewhere  provided  for,  such  as : 

Adjustments  or  cancellation  of  balance  sheet  accounts. 

Losses  or  deficits  not  properly  chargeable  to  income  and  for  which 
no  reserve  has  been  provided. 

Losses  resulting  from  the  sale  of  miscellaneous  investments,  and 
debits  resulting  from  adjustments  required  to  bring  to  par  securities 
issued  or  assumed  by  the  accounting  company  and  reacquired  at  a  cost 
exceeding  the  par  value. 

Unextinguished  discounts  on  funded  debt  reacquired  before  ma- 
turity. 

Donations  to  charitable  institutions  and  organizations  for  promoting 
social  welfare. 

Penalties  and  fines  for  violations  of  law. 
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OPERATING    REVENUE    ACCOUNTS 

SALES  OF  CURRENT: 

601.  Metered  sales  to  general  consumers. 

602.  Flat-rate  sales  to  general  consumers. 

603.  Railroad  corporations. 

604.  Other  electrical  corporations. 

605.  Municipal  street  lighting. 

606.  Miscellaneous  municipal  sales. 

MISCELLANEOUS  REVENUE  : 

611.  Commissions  on  others'  electric  energy. 

612.  Rent  from  electric  appliances. 

613.  Rent  from  property  used  in  operation. 

614.  Merchandise  and  jobbing. 

615.  Miscellaneous  operating  revenues. 
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OPERATING  REVENUE  ACCOUNTS 
GENERAL  INSTRUCTIONS  AND  DEFINITIONS 

1.  Operating   Revenue  Accounts   Defined. — Operating   revenue 
accounts  are  those  in  which  are  recorded  the  amount  which  the  account- 
ing company  receives  or  become  lawfully  entitled  to  recover  for  ser- 
vices  rendered,   for  products   or  merchandise   sold,  as  a   return  on 
property  used  in  the  company's  own  operations,  and  as  interest  on 
current  funds,  such  as  daily  bank  balances. 

2.  Basis  of  Credits  to  Operating  Revenue  Accounts. — Credits 
to  the  various  revenue  accounts  shall  be  made  upon  the  basis  of  bills 
rendered  or  of  gross  prices.     Discounts  for  prompt  payment,  correc- 
tions of  overcharges,  over-collections  theretofore  credited  and  after- 
ward corrected,  authorized  abatements  and  allowances  and  other  cor- 
rections and  deductions  shall  be  charged  to  the  revenue  account  to 
which  they  relate. 

NOTE  A. — If  an  electric  corporation  desires  to  credit  its  revenue  accounts  upon 
the  basis  of  net  price  charged  to  consumers,  it  may  be  allowed  to  do  so  upon 
filing  with  the  regulatory  commission  a  notice  of  its  intention.  In  such  case, 
all  discounts  forfeited  or  penalties  charged  for  delayed  payments  shall  be  credited 
to  the  revenue  accounts  involved  and  kept  in  such  form  as  to  permit  their  being 
separately  reported. 

NOTE  B. — If  the  accounting  company  sells  all  or  part  of  its  electric  energy 
through  an  agent  under  contract  by  which  the  agents  pays  distribution  and  other 
expenses  and  turns  over  to  the  accounting  company  the  amount  collected  from 
sales  of  current  less  his  agent's  commission,  the  accounting  company  should 
credit  its  revenue  accounts  with  the  full  amount  collected  by  its  agent  and  charge 
the  amount  of  the  agent's  commission  to  operating  expense  account  No.  762,  "Agents' 
Commissions."  The  agent  should  credit  the  amount  of  the  commission  received 
to  operating  revenue  account  No.  611,  "  Commissions  on  Others'  Electric  Energy," 
and  credit  the  remainder  of  the  revenue  from  electric  energy  sold  on  commission 
to  the  account  of  the  company  supplying  such  energy. 

3.  Delayed  Items. — Delayed  items  are  those  representing  trans- 
actions which  occurred  prior  to  the  period  for  which  a  revenue  account 
is  stated,  but  which  were  not  recorded  currently.    Such  items  may  be 
charged  or  credited  to  the  appropriate  revenue  account  for  the  fiscal 
period  in  which  the  transactions  are  actually  recorded.     If,  however, 
the  amount  of  such  items  is  relatively  so  large  that  its  inclusion  in  the 
revenue  accounts  for  a  single  year  would  result  in  a  seriously  abnormal 
income  statement  and  no  provision  has  been  made  through  accruals 
to  reserves  or  suspense  accounts  for  anticipating  such  transactions,  the 
accounting  company  may  distribute  the  amount  or  any  part  thereof 
to  Profit  and  Loss. 

4.  No  Revenue  from  Electric  Energy  Used  in  Operations  or 
Supplied   Without    Direct    Charge. — If    the    accounting  'company 
desires  to  charge  its  various  departmental  accounts  with  the  current 
used  in  such  departments  for  light  or  heat  which  it  has  itself  generated 
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or  purchased  for  resale,  the  value  of  such  current  shall  not  be  credited 
to  revenue,  but  to  the  appropriate  operating  expense  account  for 
"  Duplicate  Charges."  Similarly,  if  current  is  supplied  without  direct 
charge  in  accordance  with  the  terms  of  a  municipal  or  other  contract 
calling  for  limited  "  free  "  service,  in  accordance  with  franchise  re- 
quirements, as  compensation  for  the  services  of  employees,  etc.,  and 
it  is  desired  to  charge  the  value  of  the  current  so  furnished  to  appro- 
priate operating  expense  accounts,  the  concurrent  credit  shall  be,  not 
to  a  revenue  account,  but  to  "  Duplicate  Charges." 
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TEXT  PERTAINING  TO  OPERATING  REVENUE 
ACCOUNTS 

601.  METERED  SALES  TO  GENERAL  CONSUMERS. 

This  account  shall  include  all  revenues  received  for  measured  elec- 
tric energy  supplied  for  residential,  commercial,  and  industrial  purposes 
where  the  total  receipt  is  dependent  upon  quantity  of  energy  supplied, 
except  revenues  from  the  sale  of  electric  energy  to  municipal  corpora- 
tions and  other  governmental  agencies  at  rates  not  available  to  non- 
municipal  users. 

NOTE. — This  account  may  be  subdivided  to  show  the  sales  of  electric  energy 
for  residential,  commercial,  and  industrial  purposes,  by  tariff  schedules,  or  other- 
wise, as  local  conditions  may  require. 

602.  FLAT-RATE  SALES  TO  GENERAL  CONSUMERS. 

This  account  shall  include  all  revenues  received  for  electric  energy 
supplied  at  flat  rates  per  year,  per  night,  per  hour,  or  other  time  unit, 
or  on  any  basis  independent  of  the  quantity  of  current  supplied,  except 
revenues  from  the  sales  of  electric  energy  to  municipal  corporations 
and  other  governmental  agencies  at  rates  not  available  to  non-municipal 
users. 

NOTE. — This  account  may  be  subdivided  to  show  the  sales  of  electric  energy 
for  residential,  commercial,  and  industrial  purposes,  by  tariff  schedules,  or  other- 
wise, as  local  conditions  may  require. 

603.  RAILROAD  CORPORATIONS. 

This  account  shall  include  all  revenues  derived  from  sales  of  elec- 
tric energy  to  railroad  corporations  for  the  propulsion  of  their  cars.  If 
such  energy  is  incidentally  used  for  other  purposes,  but  the  portion  so 
used  is  not  separately  measured,  the  revenue  therefrom  shall  be  in- 
cluded in  this  account.  Revenue  from  the  sales  of  current  to  railroad 
corporations  at  established  tariff  rates  for  lighting  or  heating  stations, 
offices,  etc.,  or  for  power  in  shops  shall  not  be  credited  to  this  account 
but  to  the  appropriate  commercial  lighting  or  power  account. 

604.  OTHER  ELECTRICAL  CORPORATIONS. 

This  account  shall  include  all  revenues  derived  from  electric  energy 
sold  to  other  electrical  corporations  to  be  by  them  distributed  over 
their  own  lines  to  consumers.  If  any  portion  of  such  energy  is  inci- 
dentally consumed  by  such  corporations  for  their  own  benefit,  whether 
for  light,  heat  or  power,  it  shall  be  included  herein  if  not  separately 
measured  or  if  included  under  the  same  contract  with  that  which  is 
distributed  by  them  to  consumers. 

605.  MUNICIPAL  STREET  LIGHTING. 

This  account  shall  include  all  revenues  derived  from  lighting  streets 
for  municipal  corporations  by  means  of  electric  energy,  or  from  sup- 
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plying  electrical  energy  therefor  at  special  rates  not  available  to  non- 
municipal  consumers. 

NOTE. — In  the  foregoing  account  the  word  "  streets  "  is  to  be  interpreted  to 
include  parks,  plazas,  and  all  other  public  places  not  classified  as  buildings. 

606.     MISCELLANEOUS   MUNICIPAL   SALES. 

This  account  shall  include  all  revenues  derived  from  energy  sup- 
plied to  municipal  corporations  for  purposes  other  than  street  lingting 
at  special  rates  not  available  to  non-municipal  consumers ;  also  all 
revenues  from  energy  supplied  under  special  contract  with  federal, 
state,  or  county  governments. 

611.  COMMISSIONS  ON  OTHERS'  ELECTRIC  ENERGY. 
This  account  shall  include  all  revenues  accruing  to  the  accounting 

company  for  distributing  current  of  other  companies  over  its  dis- 
tribution lines  and  selling  the  same,  and  for  all  other  services  per- 
formed in  connection  therewith.  (See  Operating  Revenue  Accounts — 
General  Instructions  and  Definitions,  Section  2,  Note  B,  page  64). 

612.  RENT  FROM  ELECTRIC  APPLIANCES. 

This  account  shall  include  all  revenues  derived  from  letting  of 
electric  motors,  fans,  heating  appliances,  batteries,  lamps,  meters  and 
other  electric  apparatus  and  appliances.  Where  the  contract  of  letting 
names  only  a  single  consideration  for  both  the  letting  and  the  mainte- 
nance of  the  appliances  so  let,  the  entire  revenue  shall  be  included  in 
this  account. 

613.  RENT  FROM  PROPERTY  USED  IN  OPERATION. 

This  account  shall  include  rents  received  for  the  use  by  others  of 
buildings,  land,  and  other  property  devoted  to  electric  operations  by 
the  accounting  company.  This  covers  such  matters  as  rent  from  pole 
attachments,  rent  from  joint  use  of  office  buildings  or  sub-stations, 
rent  from  land  included  with  water  rights,  etc. 

When  any  corporation  engages  in  electric  operations  for  the  pro- 
duction of  some  of  its  product  for  the  benefit  of  another  or  others 
under  an  arrangement  for  apportioning  the  expense  upon  the  basis 
of  the  relative  amounts  of  benefit  to  the  several  participants  in  the 
arrangements,  if  such  arrangement  provides  for  the  receipt  by  the 
accounting  company  of  any  profit  or  return  upon  its  property,  such 
profit  or  return  upon  property  shall,  as  it  accrues,  be  credited  to  this 
account.  Such  profit  or  return  must  be  over  and  above  any  provision 
for  wear  and  tear  and  retirement  expense  on  plant  involved  in  said 
production,  and  the  amount  thereof  must  be  as  provided  in  the  arrange- 
ment under  which  the  joint  production  occurs. 

614.  MERCHANDISE  AND  JOBBING. 

To  this  account  shall  be  credited  all  revenues  derived  from  the  sale 
of  electric  merchandise  and  from  electric  jobbing.  To  this  account 
shall  be  charged  the  cost  to  the  accounting  company  of  such  merchan- 
dise sold,  including  transportation  costs,  and  the  cost  of  labor  em- 
ployed in  merchandise  and  jobbing  work  so  far  as  it  is  the  practice 
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of  the  accounting  company  to  segregate  such  labor  costs ;  also  dis- 
counts and  allowances  made  in  connection  with  settlement  of  bills  for 
merchandise  and  jobbing. 

To  this  account  shall  also  be  credited  the  profit  or  commission 
accruing  to  the  accounting  company  on  all  wiring  and  jobbing  work 
performed  by  it  as  agent  under  agency  contracts  whereunder  it  under- 
takes to  do  jobbing  work  for  another  for  a  stipulated  profit  or  com- 
mission. 

NOTE  A. — The  accounting  company  should  keep  this  account  in  such  detail  as 
to  enable  it  to  analyze  the  credits  and  debits  in  its  annual  reports. 

NOTE  B. — This  account  does  not  include  receipts  from  the  sale  of  superseded 
equipment  or  of  junk  or  other  scrap  or  salvage.  Such  receipts  should  be  credited 
to  the  account  to  which  the  cost  of  the  superseded  equipment  is  charged  or  (in 
the  case  of  the  sale  of  junk,  etc.)  to  account  781,  "  Undistributed  General 
Expenses,"  or  the  appropriate  subdivision  thereof. 

NOTE  C. — If  the  accounting  company  sells  merchandise  or  does  jobbing  work 
at  or  below  cost  for  the  purpose  of  inducing  greater  use  of  electric  energy,  a 
debit  balance  in  this  account  due  to  such  a  practice  shall  be  charged  to  operating 
expense  account  No.  771,  "  New  Business  Expense,"  or  the  appropriate  sub- 
division thereof. 

NOTE  D. — If  the  accounting  company  is  engaged  in  merchandising  or  jobbing 
primarily  for  direct  profit  rather  than  for  stimulating  the  consumption  of  electric 
energy,  such  merchandising  and  jobbing  may  be  organized  and  accounted  for  as 
a  distinct  department  of  the  accounting  company  co-ordinate  with  the  electric 
department. 

615.    MISCELLANEOUS  OPERATING  REVENUES. 

This  account  shall  include  all  revenues  derived  from  electric  opera- 
tions not  includible  in  any  of  the  foregoing  accounts.  This  covers 
such  items  as  profit  on  the  sale  of  materials  and  supplies  not  ordi- 
narily purchased  for  resale,  sale  of  exhaust  steam,  interest  on  daily 
bank  balances,  etc. 
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700          PRODUCTION  EXPENSES. 


Operation : 


D  C  B 


D 


C  B 


701 

A  701.1 
A  701.2 
A  701.3 
A  701.4 
A  701.5 

702 
A  702.1 


C  B  A  702.2 


C  B 


702.3 
A  702.31 
A  702.32 
A  702.33 


Steam  Power  Generation 


Superintendence  and  labor 
Superintendence 
Boiler  labor 
Engine  labor 
Electrical  labor 
Miscellaneous  labor 
Power  plant  supplies  and  expenses 
Fuel 
Water 
Miscellaneous  supplies  and  expenses 

Lubricants 

Production  supplies 

Station  expense 


Maintenance : 

D  703 

C  B  A  703.1 
C  B       703.2 
A  703.21 
A  703.22 
A  703.23 
A  703.24 
A  703.25 
C  B  A  703.3 
A  703.31 
A  703.32 
A  703.33 

A  703.34 
C  B  A  703.4 


D  C  B  A  704 
D  C  B  A  705 


Maintenance  of  power  plant 

Maintenance  of  station  buildings 
Maintenance  of  steam  equipment 

Maintenance  of  furnaces  and  boilers 
Maintenance  of  boiler  apparatus 
Maintenance  of  steam  accessories 
Maintenance  of  steam  engines 
Maintenance  of  turbo-generator  units 
Maintenance  of  electrical  equipment 
Maintenance  of  main  generators 
Maintenance  of  exciting  apparatus 
Maintenance  of  control  and  protective  equip- 
ment 
Maintenance  of  transformers  and  converting 

apparatus 

Maintenance  of  miscellaneous  power  plant  equip- 
ment 

Steam  generated — Apportionment  account 
Steam  from  other  sources 
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Operation : 
D  C 


D 


C  B 
C  B 


B       706 
A  706.1 
A  706. 
A  706. 
A  706. 

707 
A  707. 

70?. 

A  707.21 
A  707.22 
A  707.23 


Maintenance : 

D  708 

C  B  A  708.1 
C  B       708.2 
A  708.21 
A  708.22 
A  708.23 
A  708.24 
A  708.25 
A  708.26 
A  708.27 
C  B       708.3 
.   A  708.31 

A  708.32 
A  708.33 
A  708.34 
A  708.35 

A  708.36 
C  B  A  708.4 


HYDRO-ELECTRIC  GENERATION 

Superintendence  and  labor 
Superintendence 
Hydro-electric  labor 
Station  labor 
Miscellaneous  labor 
Power  plant  supplies  and  expenses 
Water  for  power 
Miscellaneous   supplies  and   expenses 

Lubricants 

Production  supplies 

Station  expense 


Maintenance  of  power  plant 

Maintenance  of  station  buildings 

Maintenance  of  reservoirs,  dams  and  waterways 
Maintenance  of  dams  and  intakes 
Maintenance  of  flumes  and  canals 
Maintenance  of  reservoirs  and  forebays 
Maintenance  of  penstocks  and  tail-races 
Maintenance  of  way  and  cars 
Maintenance  of  telephone  system 
Maintenance  of  roads,  rails  and  bridges 

Maintenance  of  hydro-electric  equipment 
Maintenance    of    water    turbines    and    water 

wheels 

Maintenance  of  turbo-generator  units 
Maintenance  of  main  generators 
Maintenance  of  exciting  apparatus 
Maintenance  of  control  and  protective  equip- 
ment 

Maintenance  of  transformers  and  converting 
apparatus 

Maintenance    of    miscellaneous    power    plant 
equipment 


OPERATING   EXPENSE   ACCOUNTS 


71 


Operation : 
D  C  B        709 
A  709 
709 


A 

A  709.3 
A  709.4 
A  709.5 
D  710 

C  B  A  710.1 
C  B       710.2 
A  710.21 
A  710.22 
A  710.23 
A  710.24 

Maintenance : 
D  711 

C  B  A  711.1 
C  B       711.2 
A  711.21 
A  711.22 
C  B       711.3 
A  711.31 
A  711.32 
A  711.33 

A  711.34 
C  B  A  711.4 

D  C  B  A  712 
D  C  B  A  713 
D  C  B  A  714 
D  C  B  A  715 


1) 


C  B 


C 
C 


D 


720 
721 
721 
A  721 
A  721 
B  A  721 
721 

B  A  721 
B  A  721 
722 
722. 
A  722. 
A  722. 
C  B  A  722. 
C  B       722. 
A  722. 
A  722. 
A  722. 


C  B 


.1 

.11 

.12 

.2 

.3 

.31 

.32 

1 

11 
12 
2 
3 

31 
32 
33 


GAS  GENERATION 

Superintendence  and  labor 
Superintendence 
Fuel  labor 
Engine  labor 
Electrical  labor 
Miscellaneous  labor 
Power  plant  supplies  and  expenses 
-Producer  fuel 
Miscellaneous  supplies  and  expenses 

Water 

Lubricants 

Production  supplies 

Station  expense 

Maintenance  of  power  plant 

Maintenance  of  station  buildings 
Maintenance  of  gas  equipment 

Maintenance  of  producer  equipment 
Maintenance  of  engines  and  turbines 
Maintenance  of  electric  equipment 
Maintenance  of  main  generators 
Maintenance  of  exciting  apparatus 
Maintenance   of   control   and   protective   ap- 
paratus 
Maintenance  of  transformers  and  converting 

apparatus 
Maintenance     of     miscellaneous     power    plant 

equipment 

Power  gas  from  other  sources 
Electric  energy  from  other  sources 
Duplicate  production  charges — Cr. 
Production  expenses  transferred — Cr. 

CONVERSION  AND  STORAGE  EXPENSES. 
Conversion  expenses 

Sub-station  superintendence  and  labor 

Sub-station  superintendence 

Sub-station  labor 
Sub-station  supplies  and  expenses 
Maintenance  of  buildings  and  equipment 

Maintenance  of  sub-station  buildings 

Maintenance  of  conversion   equipment 
Storage  battery  expenses 

Storage  battery  superintendence  and  labor 

Storage  battery  superintendence 

Storage  battery  labor 
Storage  battery  supplies  and  expenses 
Maintenance  of  buildings  and  equipment 

Maintenance  of  batteries 

Maintenance  of  accessories 

Maintenance  of  buildings 
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730      TRANSMISSION  EXPENSES. 

D                 731  Transmission  operation  and  maintenance 

C  B  A  731.1  Transmission  superintendence 

C  B  A  731.2  Transmission  supplies  and  expenses 

CB        731.3  Operation  of  transmission  lines 

A  731.31  Labor  and  expense — subways 

A  731.32  Labor  and  expense — overhead  conductors 

A  731.33  Labor  and  expense — underground  conductors 

A  731.34  Labor  and  expense — telephone  system 

C  B  A  731.4  Maintenance  of  underground  conduits 

C  B        731.5  Maintenance  of  transmission  lines 

A  731.51  Maintenance  of  overhead  conductors 

A  731.52  Maintenance  of  poles,  towers  and  fixtures 

A  731.53  Maintenance  of  underground  conductors 

A  731.54  Maintenance  of  telephone  system 

740      DISTRIBUTION  EXPENSES. 

D                 741  Distribution  operation  and  maintenance 

C  B  A  741 . 1  Distribution  superintendence 

C  B        741.2  Distribution  supplies  and  expenses 

A  741.21  Distribution  maps  and  records 

A  741.22  Distribution  office  expenses 

A  741.23  Distribution  miscellaneous  expenses 

C  B        741.3  Operation  of  distribution  lines 

A  741 . 31  Labor  and  expense — subways 

A  741 . 32  Labor  and  expense — overhead  conductors 

A  741.33  Labor  and  expense — Underground  conductors 

A  741 . 34  Labor  and  expenses — telephone  system 

C  B        741.4  Meter  operation 

A  741.41  Salaries  and  personal  expenses,  meter  depart- 
ment 

A  741.42  Testing  meters 

A  741 .43  Miscellaneous  expenses,  meter  department 

A  741.44  Removing  and  re- setting  meters 

A  741.45  Removing  and  re-setting  transformers 

C  B  A  741.5  Maintenance  of  underground  conduits 

C  B        741.6  Maintenance  of  lines 

A  741.61  Maintenance  of  overhead  conductors 

A  741.62  Maintenance  of  poles,  towers  and  fixtures 

A  741.63  Maintenance  of  underground  conductors 

C  B  A  741.7  Maintenance  of  services 

C             741.8  Maintenance  of  transformers  and  meters 

3  A  741.81  Maintenance  of  line  transformers 

B  A  741.82  Maintenance  of  consumers'  meters 

C  B  A  741.9  Maintenance  of  buildings  and  grounds 
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750          UTILIZATION. 

D                 751  Utilization  operation  and  maintenance 

C  B        751.1  Commercial  lamps — operation 

A  751.11  Commercial  arc  lamps 

A  751 . 12  Incandescent  lamps — installation 

A  751.13  Incandescant  lamps — renewals 

C  B        751.2  Consumers'  installation  and  inspection  work 

A  751.21  Inspection — consumers'  premises 

A  751.22  Consumers'  installations 

C  B        751.3  Municipal  street  lamps — operation 

A  751.31  Municipal  street  arc  lamps 

A  751.32  Municipal  street  incandescent  installation 

A  751.33  Municipal  street  incandescent  renewals 

C  B  A  751.4  Maintenance  of  commercial  lamps 

C  B        751.5  Maintenance  of  municipal  street  lighting  equip- 
ment 

A  751.51  Maintenance  of  municipal  street  arc  lamps 

A  751.52  Maintenance  of  municipal  street  incandescent 
lamps 

760      COMMERCIAL  EXPENSES. 

D  C             761  Commercial  administration 

B  A  761 . 1  Commercial  general  labor 

B        761.2  Commercial  books  and  contracts 

A  761.21  Commercial  bookkeeping 

A  761.22  Commercial  contracts 

B        761.3  .      Commercial  meter  reading  and  collecting 

A  761.31  Commercial  collecting 

A  761.32  Meter  reading 

B  A  761 . 4  Commercial  supplies  and  expenses 

D  C  B  A  762  Agents'  commissions  * 

770      NEW  BUSINESS  EXPENSES. 

DC             771  New  business  expenses 

B        771 . 1  New  business  salaries 

A  771.11  New  business  management  salaries 

A  771 . 12  New  business  advertising  salaries 

B        771.2  New  business  supplies  and  expenses 

A  771.21  Demonstrations 

A  771.22  Wiring  and  appliances 

A  771.23  Advertising  supplies  and  expenses 

A  771.24  Canvassing  and  soliciting 

.  A  771.25  Miscellaneous    new    business    supplies    and 
expenses 
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780      GENERAL     AND      MISCELLANEOUS      EX- 
PENSES. 

D                781  Undistributed  general  expenses 

C  B       781 . 1  General  office  salaries 

A  781.11  Administrative  salaries 

A  781.12  Other  general  office  salaries 

C            781.2  Miscellaneous  general  expenses 

B  A  781.21  General  office  supplies  and  expenses 

B  A  781.22  General,  stationery  and  printing 

B  A  781.23  Maintenance  of  general  structures 

B  A  781.24  Law  expenses 

B  A  781.25  Insurance 

B  A  781.26  Store  expenses 

B  A  781.27  Transportation  expenses 

B  A  781.28  Other  miscellaneous  general  expenses 

B  A  781.29  Undistributed  adjustments 

D  C  B  A  782  Retirement  expense 

D  C  B        783  Injuries  and  damages 

A  783.1  Claim  department  expenses 

A  783.2  Medical  expenses 

A  783.3  Injuries  to  employees 

A  783.4  Other  personal  injuries  and  property  damage 

A  783.5  Miscellaneous  accident  expenses 

D  C  B  A  784  Regulatory  commission  expenses 

D  C  B        785  Relief  and  welfare  work 

A  785 . 1  Employees'  welfare  department 

A  785.2  Pensions 

D  C  B  A  786  Franchise  requirements 

D  C  B  A  787  Amortization  of  franchises 

D  C  B  A  788  Electric  expenses  transferred — Cr. 

D  C  B  A  789  Joint  operating  expenses — Cr. 

D  C  B  A  790  Duplicate  miscellaneous  charges — Cr. 
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OPERATING  EXPENSE  ACCOUNTS 
GENERAL  INSTRUCTIONS  AND  DEFINITIONS 

1.  Operating  Expenses  Denned. — The  term  operating  expenses 
as  used  in  this  classification  means  such  expenses  as  are  necessary  to 
the  maintenance  of  the  corporate  organization,  the  rendering  of  service 
required  or  authorized  by  law,  the  sale  of  merchandise,  the  production 
(including  herein  capital  consumed)   and  disposition  of  commodities 
produced,   and   the   collection   of   the   revenues   therefor.      Expenses 
directly  incident  to  the  collection  of  non-operating  revenues  and  the 
maintenance  of  property  from  which  non-operating  revenues  are  de- 
rived are  excluded  from  operating  expenses. 

2.  Definitions  of  Certain  Terms  Used  in  Connection  with  Ex- 
pense  Accounts. — Except  where   some   other   meaning   is   clearly 
specified  in  the  definitions  of  the  accounts,  the  following  words,  wher- 
ever used  hereunder,  have  the  meanings  below  stated. 

Cost  means  cash  or  money  cost,  and  not  price  based  on  a  term  of 
credit. 

Labor  means  human  services  of  whatever  character. 

Cost  of  labor  includes  wages,  salaries,  and  fees  paid  to  persons  for 
their  services. 

Cost  of  materials  and  supplies  includes  all  specifically  assignable 
transportation  charges  incurred  in  obtaining  the  delivery  of  such 
materials  and  supplies  upon  the  premises  of  the  purchaser,  such  as 
packing,  drayage,  freight,  insurance,  customs  duties,  commissions,  etc., 
and  cost  of  any  special  tests  made  thereon  prior  to  their  acceptance; 
and  in  case  the  accounting  person  or  corporation  desires,  it  may  include 
a  suitable  proportion  of  store  expenses  (when  the  materials  and  sup- 
plies are  passed  through  stores)  and  the  cost  of  further  transportation 
to  the  place  of  consumption,  and  a  suitable  proportion  of  the  expenses 
of  the  purchasing  department,  in  which  case  a  corresponding  credit 
shall  be  made  to  the  suitable  expense  account  as  hereinafter  provided. 

Cost  of  repairs,  when  made  by  the  accounting  person  or  corporation, 
includes  cost  of  labor  expended  and  material  consumed,  and  incidental 
expenses  such  as  carfare,  permits,  inspection,  etc.,  less  salvage,  if  any. 

Current  maintenance  includes  such  expenses  necessary  to  maintain 
the  tangible  property  in  a  state  of  operating  efficiency  as  do  not  result 
in  a  substantial  change  of  identity  in  any  particular  unit  of  property. 
It  includes  the  cost  of  minor  replacements  of  small  parts  commonly 
called  the  cost  of  repairs,  but  it  does  not  include  the  cost  of  replacing 
individual  structures,  facilities  or  units  of  equipment  or  important 
sections  of  continuous  structures  such  as  electric  line.  Current  main- 
tenance costs  are  chargeable  to  operating  expenses  and  wherever  the 
word  "  maintenance  "  is  used  in  the  definition  of  an  operating  expense 
account  current  maintenance  is  to  be  understood.  The  cost  of  replacing 
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the  larger  units  is  chargeable  to  fixed  capital  from  which  the  cost  of 
the  property  replaced  must  be  deducted. 

NOTE. — It  is  not  required  that  the  transportation  element  of  cost  shall  be 
assigned  with  a  greater  degree  of  accuracy  than  to  the  nearest  cent  per  unit  of 
material  or  supply.  Where  a  single  transportation  item  covers  a  multitude  of 
things  the  portion  of  the  expense  not  assigned  to  specific  things  should  be  charged 
to  the  same  account  that  store  expenses  are  charged  to. 

3.  Unaudited  Bills  and  Vouchers. — When  bills  covering  operat- 
ing expense  items  are  not  received  in  time  for  audit,  and  when  vouchers 
are  not  made  in  time  for  inclusion  in  the  operating  accounts  for  the 
month  in  which  the  transactions  occur,  the  items  may  be  estimated  and 
in  such  form  charged  or  credited  to  operating  accounts,  and  credited 
or  charged  to  operating  reserves,  the  necessary  adjustments  being  made 
later  when  the  bills  and  vouchers  are  taken  into  the  accounts. 

4.  Delayed  Items. — Delayed  items  are  those  representing  trans- 
actions which  occurred  prior  to  the  period  covered  by  the  income 
account,  but  which  were  not  recorded  currently.     Such  items  may  be 
charged  or  credited  to  the  appropriate  expense  account  for  the  fiscal 
period  in  which  the  transactions  are  actually  recorded.     If,  however, 
the  amount  of  such  items  is  relatively  so  large  that  its  inclusion  in  the 
expense  accounts  for  a  single  year  would  result  in  a  seriously  abnormal 
income  statement,  and  no  provision  has  been  made  through  accruals  to 
reserves  or  suspense  accounts  for  anticipating  such  transactions,  the 
accounting  company  may  distribute  the  amount  or  any  part  thereof  to 
Profit  and  Loss. 

5.  Salvage  and  Insurance. — Salvage  and  insurance  received  in 
connection  with  maintenance  jobs  not  involving  deductions  from  fixed 
capital  shall  be  credited  to  the  appropriate  maintenance  account.     (See 
"  Fixed  Capital  Accounts — General  Instructions  and  Definitions,"  Sec- 
tion 6,  Page  27). 

If  the  insurance  for  damaged  property  is  relatively  large,  and  is 
received  before  the  repairs  have  been  completed,  a  disproportionate 
credit  to  operating  expenses  may  be  avoided  by  crediting  the  amount 
of  the  insurance  recovered  to  a  suspense  account  to  which  the  cost  of 
the  repair  shall  then  be  charged  to  the  extent  that  it  is  covered  by 
insurance. 

Insurance  recovered  in  connection  with  personal  injuries  shall  be 
credited  to  account  No.  783,  "  Injuries  and  Damages  "  or  the  appro- 
priate sub-division  thereof.  Dividends  distributed  by  mutual  insur- 
ance companies  shall  be  credited  to  the  account  to  which  the  insurance 
premium  is  charged.  Recoveries  under  fidelity  bonds  shall  be  credited 
to  the  account  charged  with  the  loss. 

6.  Retirement  Expense. — An  account  is  provided  in  which  to 
include    charges    made    in    order    that    corporations    may,    through 
the    creation    of    adequate    reserves,    equalize    from    year    to    year, 
as  nearly  as  is  practicable,  the  losses  incident  to  important  retirements 
of  buildings,  dams,  etc.,  or  of  large  sections  of  continuous  structures 
like  electric  line,  or  of  definitely  identifiable  units  of  plant  or  equip- 
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ment.  "  Losses  "  used  above  means  in  each  case  the  excess  of  the 
original  cost  to  the  accounting  company  of  the  property  retired  plus 
the  cost  of  dismantling  or  removing,  over  its  salvage  value  at  the 
time  of  its  retirement.  The  cost  of  replacing  minor  parts,  which  is 
not  recorded  by  any  entries  in  the  fixed  capital  accounts,  and  which  is 
commonly  called  the  cost  of  "  repairs  "  or  "  maintenance  "  as  distin- 
guished from  the  cost  of  "  replacements  "  of  large  units,  need  not 
be  provided  for  through  a  retirement  reserve.  The  amounts  charged 
to  retirement  expense  should  be  upon  a  basis  determined  to  be  equitable 
according  to  the  accounting  company's  experience  and  best  sources  ot 
information,  and  should  in  all  cases  be  sufficient  to  provide  during  a 
period  of  years  a  reserve  against  which  can  be  written  off  all  losses 
sustained  upon  the  retirement  of  property  for  any  cause  whatsoever. 

A  statement  of  the  rule  used  by  the  accounting  company  for  com- 
puting these  charges  shall  be  included  in  its  annual  report  to  the  regu- 
latory commission.  If  the  accounting  company  so  desires,  it  may  file 
with  the  commission  a  verified  copy  of  its  rule  for  determining  annual 
retirement  charges,  and  refer  to  such  rule  in  its  annual  report  in  place 
of  repeating  it  in  full  each  year. 

7.  Classification  of  Corporations  by  Revenue. — For  the  purpose 
of  this  classification  of  accounts  electrical  corporations  are' divided  into 
four  classes  as  follows : 

Class  A. — Corporations  having  average  annual  operating  revenues 
exceeding  $250,000. 

Class  B. — Corporations  having  average  annual  operating  revenues 
exceeding  $50,000,  but  not  over  $250,000. 

Class  C. — Corporations  having  average  annual  operating  revenues 
exceeding  $10,000,  but  not  over  $50,000. 

Class  D. — Corporations  having  average  annual  operating  revenues 
of  $10,000  or  less. 

In  order  that  frequent  changes  may  be  avoided,  the  class  to  which 
an  electrical  corporation  belongs  may  be  determined  by  the  average  01 
its  annual  revenues  for  the  three  years  next  preceding  the  effective 
date  of  this  accounting  classification.  If  at  the  close  of  any  fiscal  year 
following,  the  average  of  its  annual  revenues  for  the  three  next  preced- 
ing years  is  greater  than  the  maximum  for  the  class  in  which  the  cor- 
poration has  been  grouped,  it  shall  automatically  be  grouped  with  the 
higher  class  in  which  it  falls  by  virtue  of  such  increased  annual 
revenues.  Corporations  engaged  in  new  enterprises  the  annual  rev- 
enue from  which  is  not  known  in  advance  shall  be  classed  in  accordance 
with  a  reasonable  estimate  of  their  prospective  revenue. 

The  classification  of  operating  expenses  which  follows  is  adapted  to 
corporations  in  all  four  classes.  The  primary  accounts  are  expanded 
and  subdivided  as  will  be  indicated  to  meet  the  needs  of  each  class.  No 
separate  definitions  are  stated  for  accounts  which  are  thus  divided,  but 
the  content  of  such  accounts  is  to  be  found  in  the  definitions  of  the  final 
subdivisions.  When  such  subdivisions  are  kept  as  primary  ledger 
accounts  it  will  not  be  necessary  to  keep  also  the  account  which  has 
been  subdivided. 
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Each  corporation  will  be  expected  to  keep,  so  far  as  they  are  applica- 
ble to  its  business.,  at  least  the  accounts  provided  for  the  class  to  which 
it.  belongs.  Any  corporation  may,  however,  keep  any  or  all  of  the 
accounts  of  the  more  extended  schemes  provided  for  those  corpora- 
tions which  are  in  higher  revenue  classes.  If  desired  further  refine- 
ments or  extensions  of  the  scheme  of  accounts  to  meet  the  needs  of 
individual  corporations  may  be  made  by  subdividing  the  accounts 
herein  established,  provided  that  the  integrity  of  the  required  ac- 
counts is  not  impaired. 

Each  title  in  a  condensed  classification  is  to  be  understood  to  com- 
prise the  titles  following  it  for  a  more  expanded  classification.  The 
letter  D  preceding  the  title  denotes  that  at  least  the  accounts  so  indi- 
cated must  be  kept  by  corporations  in  class  D  so  far  as  they  are 
applicable  to  its  business.  The  letter  C  indicates  the  accounts  that 
must  be  kept  by  Class  C  corporations,  and  so  on.  Accounts  that  are 
to  be  kept  as  primary  accounts  by  more  than  one  class  of  corporations 
are  indicated  by  prefixing  the  letters  of  all  the  classes  which  are  re- 
quired to  keep  such  accounts. 
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GENERAL  ACCOUNTS 

700.  Production  Expenses 

720.  Conversion  and  Storage  Expenses 

730.  Transmission  Expenses 

740.  Distribution  Expenses 

750.  Utilization  Expenses 

760.  Commercial  Expenses 

770.  New  Business  Expenses 

780.  General  and  Miscellaneous  Expenses 

700  PRODUCTION  EXPENSES 

NOTE, — If  the  accounting  company  operates  two  or  more  generating  stations 
or  if  it  generates  energy  by  two  or  more  different  methods,  such  as  by  a  steam 
power  plant  and  a  hydraulic  power  plant,  it  should  keep  (with  the  detail  herein 
prescribed)  separate  accounts  covering  production  at  the  several  plants  and  so 
far  as  practicable  for  each  process  or  method.  Where  two  or  more  methods 
or  processes  are  used,  separate  sub-accounts  should  be  kept  for  expenses  com- 
mon to  two  or  more  methods.  Electric  energy  obtained  from  another  company 
should  be  separately  accounted  for  as  in  the  case  of  that  produced  by  a  separate 
process  or  method. 

STEAM  POWER  GENERATION 

Operation 
D  C  B       701          SUPERINTENDENCE  AND  LABOR. 

A  701.1          SUPERINTENDENCE. 

This  account  shall  include  the  salaries  of  superintendents  and  assist- 
ants, chemists,  day  and  night  foremen,  and  station  clerks;  and  also 
that  portion  of  the  salaries  of  the  engineering  staff  chargeable  to  steam 
generating  plant  operations. 

A  701.2          BOILER  LABOR. 

This  account  shall  include  labor  in  boiler  room  and  elsewhere  in  and 
about  the  premises  having  to  do  with  making  steam. 

Principal  items :  Fire  room  engineer  and  assistants ;  water  tenders, 
firemen,  coal  handlers,  boiler  cleaners  and  feed  pumpmen. 

A  701.3          ENGINE  LABOR. 

This  account  shall  include  labor  on  prime  movers. 
Principal   items     Chief   engineer   and   assistants,   engineers,   oilers, 
wipers  and  machinists. 
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A  701 .4          ELECTRICAL  LABOR. 

This  account  shall  include  all  labor  in  connection  with  the  electrical 
apparatus  and  devices,  beginning  with  the  dynamos  direct  connected  or 
belted  to  the  prime  movers  and  including  the  switchboard,  feeder 
terminal  board,  and  to  the  point  where  the  electric  current  leaves  the 
station  for  the  transmission  or  distribution  system. 

Principal  items :  System  operators  or  load  dispatchers ;  foremen 
regulators,  regulators  and  assistants,  switchboard  men,  brushmen, 
wipers,  wiremen. 

A  701.5          MISCELLANEOUS  LABOR. 

This  account  shall  include  salaries  and  wages  of  all  employees  in 
and  about  the  steam  power  generating  plant  engaged  in  operating  the 
plant,  whose  time  is  not  chargeable  to  any  of  the  foregoing  steam  power 
plant  labor  accounts.  This  covers  such  labor  as  that  of  watchmen, 
janitors,  elevator  men,  and  messengers ;  employees  engaged  in  cleaning 
buildings  and  yards ;  and  other  general  labor,  excluding  maintenance 
labor. 

D  702          POWER   PLANT   SUPPLIES   AND 

EXPENSES. 

C  B  A  702.1          FUEL. 

This  account  shall  include  the  cost  of  all  fuel  used  for  steam, 
whether  coal,  oil,  gas  or  other  fuel,  f.  o.  b.  station  or  storage  pile.  This 
will  include  the  invoice  cost  of  fuel,  freight,  switching,  rent  of  railroad 
sidings,  demurrage,  cost  of  unloading  from  cars  or  boats  to  wagons, 
and  cartage  to  point  of  delivery  at  plant  for  storage,  or  unloading  from 
scows  or  cars  and  conveying  to  place  of  storage.  In  case  coal  is  trans- 
ferred from  one  place  to  another,  this  cost  should  also  be  included,  and 
any  discrepancy  between  the  actual  amount  of  coal  on  hand  and  that 
recorded  on  the  books  of  the  company  should  likewise  be  taken  care 
of  in  this  account. 

C  B  A  702.2          WATER. 

This  account  shall  include  the  cost  of  water  for  boilers^  for  conden- 
sers, and  for  cooling  engines ;  also  boiler  compound.  Water  used  for 
general  station  purposes  should  not  be  included. 

If  water  is  purchased,  charge  at  the  contract  price  or  the  meter  rate. 

If  water  is  pumped  by  the  company,  charge  here  the  cost  of  pumping. 

This  account  shall  include  all  labor  cost  in  connection  with  the 
handling  of  water,  such  as  operating  the  pumping  station,  and  expense 
such  as  cost  of  chemicals  used  in  purification  and  nitration. 
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C  B         702.3          MISCELLANEOUS  SUPPLIES  AND  EX- 
PENSES. 

A  702.31  LUBRICANTS. 

This  account  shall  include  the  cost  of  lubricants  for  machinery  in 
the  steam  generating  plant.  This  does  not  include  oil  for  transformers, 
grease  for  wagons,  or  oil  for  lanterns,  etc. 

Oil  used  in  pumping  station  should  be  charged  against  account  No. 
702.2  "Water." 

A  702.32  PRODUCTION  SUPPLIES'. 

This  account  shall  include  the  cost  of  all  supplies,  tools,  etc.,  used  in 
the  steam  generating  plant  which  are  consumed  in  the  operating  pro- 
cess, the  replacement  of  which  does  not  constitute  a  repair  or  renewal. 

Principal  items :  Waste,  packing,  wipers,  gauge  glasses,  gauge 
washers,  manhole  gaskets,  handhole  gaskets,  fire  room  tools,  steam  and 
air  hose,  boilers,  screws,  nails,  tools,  dynamo  brushes. 

A  702.33.  STATION  EXPENSE. 

This  account  shall  include  the  general  and  miscellaneous  expenses 
in  the  steam  generating  plant  not  specifically  chargeable  to  other  ac- 
counts. 

Principal  items :  Lighting,  heating  and  cleaning  system,  fire  protec- 
tion system,  janitors  supplies,  ice  water,  meals  and  car  fares,  sta- 
tionery, telephone  and  toilet  service,  care  of  streets,  yards  and  sidings. 

This  does  not  include  miscellaneous  labor,  which  is  cared  for  under 
account  No.  701.5  "Miscellaneous  labor." 


Maintenance 
D  703          MAINTENANCE  OF  POWER  PLANT. 

C  B  A  703.1          MAINTENANCE   OF   STATION    BUILD- 
INGS. 

This  account  shall  include  the  cost  of  maintaining  steam  power 
plant  buildings  and  permanent  fixtures  therein,  including  furniture, 
as  follows: 

a.  SUNDRIES. — Repairs  to  furniture,  fixtures,  and  other  such  prop- 
erty in  and  about  the  steam  generating  plant  not  specifically  provided 
for  elsewhere.     Alterations,  if  not  provided  for  by  a  reserve,  should  be 
charged  under  this  classification. 

b.  STATION  STRUCTURES. — Repairs  to  buildings  and  permanent  fix- 
tures therein. 

Principal  items  :  Plumbing,  windows,  sashes,  roof,  doors  and  walls ; 
heating  and  lighting  systems ;  grounds  and  streets,  vaults,  sheds,  pits, 
sidewalks,  elevators;  lockers,  fire  protection  system,  painting. 
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C  B       703.2          MAINTENANCE     OF     STEAM     EQUIP- 
MENT. 
A  703.21  MAINTENANCE  OF  FURNACES  AND 

BOILERS. 

This  account  shall  include  the  cost  of  maintaining  boilers  and  fur- 
naces and  their  specially  provided  foundations  and  settings. 

Principal  items  :  Brick  work,  metal  smoke-stacks,  bridge,  wall  arches, 
jambs,  grate  bars,  stoker  bars  and  webbs,  furnaces,  valves,  super- 
heaters, damper  regulators,  tubes. 

A  703.22  MAINTENANCE   OF   BOILER   AP- 

PARATUS. 

This  account  shall  include  the  cost  of  maintaining  feed  water,  coal, 
and  ash  handling  systems,  and  auxiliary  apparatus  in  the  fireroom. 

Principal  items :  Feed  pumps,  blower  engines,  coal  conveyors,  dig- 
gers, trolley  and  cable  towers,  crusher  and  belt  lines,  brackets,  wheels, 
chutes  and  gates;  ash  conveyor  cars,  winches,  motors,  buckets,  shaft, 
chain  and  wheels;  filters,  boiler  compound  injector  and  pump;  heaters, 
primary  and  secondary ;  economizers  and  water  meters. 

A  703.23  MAINTENANCE  OF  STEAM  ACCES- 

SORIES. 

This  account  shall  include  the  cost  of  maintaining  the  piping  system 
in  connection  with  the  making  of  steam  and  delivery  thereof  to  the 
prime  movers.  This  covers  those  steam  accessories  included  in  fixed 
capital  account  No.  313,  "  Boiler  Plant  Equipment,"  i.  e.,  those  not 
considered  a  part  of  the  steam  engine. 

Principal  items :  Water  feed  piping,  cold  main,  hot  main,  water 
suction,  valves,  joints,  jackets,  ash  pit  drains  and  ash  pocket  siphons, 
oil  drains  from  engine  crank  pits,  receiving  tanks,  filter  pumps  to 
engine  valve,  steam  and  exhaust  line  systems,  sewer  connections  and 
air  line. 

NOTE. — When  the  system  for  supplying  boiler  or  condenser  water  is  elaborate 
as  whe'n  it  includes  a  dam,  reservoir,  canal  and  pipe  line,  the  cost  of  maintaining 
it  shall  be  charged  to  a  special  sub-account  under  account  No.  703.1,  "Mainte- 
nance of  Station  Buildings,"  with  the  title,  "  Maintenance  of  Water  Supply  Struc- 
tures— Steam." 

A  703.24  MAINTENANCE  OF  STEAM  ENGINES. 

This  account  shall  include  the  cost  of  maintaining  steam  engines, 
whether  reciprocating  or  rotary,  used  in  the  power  plant.  "This  covers 
the  cost  of  maintaining  apparatus  auxiliary  to  the  prime  mover,  such 
as  condensers,  tubes,  heads,  doors,  etc.,  pumps,  air  and  circulating, 
wet  vacuum,  dry  vacuum,  and  oil  systems,  but  not  the  power  conveying 
apparatus. 

NOTE. — This  account  may  be  sub-divided  between  the  expense  of  maintaining 
the  prime  mover  and  the  expense  of  maintaining  the  auxiliary  apparatus. 

A  703.25  MAINTENANCE  OF  TURBO-GENERA- 

TOR UNITS. 

This  account  shall  include  the  cost  of  maintaining  steam  turbine- 
driven  generating  units.  This  covers  the  most  of  maintaining  con- 
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densers,  air  and  circulating  pumps,  lubricating  systems  and  similar 
appurtenant  apparatus,  but  not  the  cost  of  maintaining  the  steam  pipe 
leading  from  the  boiler  nor  the  exhaust  pipe. 

NOTE. — This  account  may  be  sub-divided  to  show  separately  the  cost  of  main- 
taining the  prime  mover  and  appurtenant  apparatus. 

C  B  A  703.3          MAINTENANCE  OF  ELECTRICAL 

EQUIPMENT. 

A  703.31  MAINTENANCE   OF   MAIN   GENERA- 

TORS. 

This  account  shall  include  the  cost  of  maintaining  dynamos,  alter- 
nators and  other  electric  generating  apparatus  driven  by  steam. 

A  703.32  MAINTENANCE  OF  EXCITING  APPA- 

RATUS. 

This  account  shall  include  the  cost  of  maintaining  exciters,  motors, 
motor  generators,  boosters,  regulators  and  exciting  batteries  used  in 
the  steam  generating  plant.  . 

A  703.33  MAINTENANCE    OF    CONTROL   AND 

PROTECTIVE  EQUIPMENT. 

This  account  shall  include  the  cost  of  maintainng  switches,  circuit 
breakers,. busses,  current  and  potential  transformers,  relays,  indicating 
and  recording  instruments  and  switchboard  panels,  lightning  arresters, 
reactances  and  ground  resistances  used  in  the  steam  generating  plant, 
and  wires  and  cables  used  in  conjunction  with  the  foregoing. 

A  703.34  MAINTENANCE  OF  TRANSFORMERS 

AND  CONVERTING  APPARATUS. 

This  account  shall  include  the  cost  of  maintaining  transformers  and 
converting  apparatus  in  the  steam  generating  plant  other  than  that 
used  primarily  for  transmission  and  distribution  purposes. 

C  B  A  703.4  MAINTENANCE  OF  MISCELLANEOUS 
POWER  PLANT  EQUIPMENT. 

This  account  shall  include  the  cost  of  maintaining  miscellaneous 
equipment,  such  as  belts,  pulleys,  hangers,  countershaft,  machine  tools, 
cars,  locomotives,  locomotive  cranes  for  power  plan  purposes,  and  all 
other  equipment  properly  includible  in  fixed  capital  account  No.  317, 
"  Miscellaneous  Power  Plant  Equipment — Steam." 

This  account  shall  also  include  the  cost  of  maintaining  tools  and 
implements  assigned  to  the  steam  power  plant,  such  as  blacksmiths', 
machinists'  and  pipe  fitters'  tools;  pump  room  tools,  engine  tools  and 
cutting  tools. 

D  C  B  A  704          STEAM  GENERATED— APPORTIONMENT 

ACCOUNT. 

This  account  will  be  raised  only  by  companies  operating  in  connec- 
tion with  electric  utilities,  other  utilities  or  departments  which  make 
demand  upon  the  same  boiler  plant. 
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Where  a  demand  of  this  character  is  made  upon  a  boiler  plant,  the 
expenses  incident  to  generating  steam  shall  be  transferred  from  the 
foregoing  accounts  to  this  account  at  the  close  of  the  period.  The 
total  cost  of  generating  steam  as  then  shown  shall  be  apportioned  to 
the  utilities  or  departments  using  the  steam,  by  credits  to  this  account. 
The  balances  remaining  in  this  account  will  represent  the  cost  of 
steam  for  generating  electric  energy. 

The  details  of  the  cost  of  generating  steam,  and  the  amounts  ap- 
portioned to  the  different  utilities  or  departments  using  the  steam,  and 
the  basis  used  for  the  apportionment  may  be  called  for  in  the  annual 
report  to  the  regulatory  commission. 

D  C  B  A  705          STEAM  FROM  OTHER  SOURCES. 

This  account  shall  include  the  cost  of  all  purchased  or  jointly  pro- 
duced steam  consumed  in  the  generating  plant. 

HYDRO-ELECTRIC  GENERATION 
Operation 

D  C  B       706          SUPERINTENDENCE  AND  LABOR. 

A  706.1          SUPERINTENDENCE. 

This  account  shall  include  the  salaries  of  superintendents  and 
assistants,  chemists,  day  and  night  foremen,  and  station  clerks ;  and  also 
that  portion  of  the  salaries  of  the  engineering  staff  chargeable  to 
hydro-electric  generating  plant  operations. 

A  706.2          HYDRO-ELECTRIC  LABOR. 

This  account  shall  include  the  wages  of  all  employees  operating  the 
hydraulic  works,  including  foremen,  intake  operators,  flume  patrolmen, 
cleaners  at  reservoirs  and  screens  and  all  other  employees  whose 
duties  concern  the  operation  of  the  hydro-electric  development  outside 
of  the  generating  station. 

A  706.3          STATION  LABOR. 

This  account  shall  include  the  wages  of  station  operators,  helpers 
and  oilers  engaged  in  operating  the  station  equipment,  beginning  at 
end  of  penstock  and  ending  where  the  electric  current  leaves  the 
generating  station. 

The  wages  of  employees  engaged  in  operating  conversion  equip- 
ment used  primarily  for  transforming  electric  energy  in  voltage  or 
frequency  for  the  purpose  of  transmitting  or  distributing  it  more 
efficiently  shall  not  be  charged  to  this  account  but  to  the  appropriate 
account  under  transmission  or  distribution  expenses. 

A  706.4          MISCELLANEOUS  LABOR. 

This  account  shall  include  salaries  and  wages  of  all  employees  in 
and  about  the  hydro-electric  generating  plant  engaged  in  operating 
the  plant.  This  covers  such  labor  as  that  of  watchmen,  janitors, 
elevator  men,  and  messengers ;  employees  engaged  in  cleaning  build- 
ings and  yards;  and  general  labor  not  chargeable  to  any  of  the  fore- 
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going  hydro-electric  power  plant  labor  accounts,  excluding  maintenance 
labor. 

D  707         POWER     PLANT     SUPPLIES     AND     EX- 

PENSES. 

C  B  A  707.1          WATER  FOR  POWER. 

This  account  shall  include  the  cost  of  water  purchased  for  water 
power  generation. 

C  B      707.2          MISCELLANEOUS   SUPPLIES   AND   EX- 
PENSES. 

A  707.21  LUBRICANTS. 

This  account  shall  include  the  cost  of  lubricants  for  hydro-electric 
prime  movers,  machinery  connected  therewith  and  auxiliary  pump- 
ing and  exciting  machinery.  This  does  not  include  transformer  oil, 
wagon  grease,  or  oil  for  lanterns. 

This  account  also  includes  the  cost  of  recovering  oil  from  waste  and 
the  cost  of  filtering  and  handling. 

A  707.22        PRODUCTION  SUPPLIES. 

This  account  shall  include  the  cost  of  all  supplies,  tools,  etc.,  used 
in  the  water  power  generating  plant  which  are  consumed  in  the  operat- 
ing process,  the  replacement  of  which  does  not  constitute  a  repair  or 
renewal. 

Principal  items :  Waste,  packing,  wipers,  gauge  glasses,  gaskets,  bolts, 
screws,  nails,  dynamo  and  motor  brushes,  cans  for  containing  rags  and 
waste  transformer  oil  and  hand  oil  cans. 

A  707.23  STATION  EXPENSE. 

This  account  shall  include  the  general  and  miscellaneous  expendi- 
tures in  water  power  generating  plant  not  specifically  chargeable  to 
other  accounts. 

Principal  items :  Lighting,  heating,  and  cleaning  systems,  fire  pro- 
tection systems,  janitor's  supplies,  ice  water,  meals  and  carfares,  sta- 
tionery, telephone  and  toilet  service,  care  of  streets,  yards  and  sidings. 

This  does  not  include  miscellaneous  labor,  which  is  cared  for  under 
account  No.  706.4,  "  Miscellaneous  Labor." 


Maintenance 
D  708          MAINTENANCE  OF  POWER  PLANT. 

C  B  A  708.1  MAINTENANCE  OF  STATION  BUILD- 

INGS. 

This  account  shall  include  the  cost  of  maintaining  hydro-electric 
power  plant  buildings  and  permanent  fixtures  therein,  including  fur- 
niture as  follows : 
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a.  SUNDRIES. — Repairs  to  furniture,  fixtures  and  other  such  prop- 
erty in  and  about  the  generating  plant  not  specifically  provided  for 
elsewhere.     Alterations,  if  not  provided  for  by  a  reserve,  should  be 
charged  under  this  classification. 

b.  STATION  STRUCTURES. — Repairs  to  buildings  and  permanent  fix- 
tures therein. 

Principal  items :  Plumbing,  windows,  sashes,  roof,  doors  and  walls ; 
heating  and  lighting  systems ;  grounds  and  streets,  vaults,  sheds,  pits, 
sidewalks,  elevators ;  lockers,  fire  protection  system  and  painting. 

CB      708.2          MAINTENANCE  OF  RESERVOIRS,  DAMS 
AND  WATERWAYS. 

A  708.21  MAINTENANCE    OF    DAMS    AND    IN- 

TAKES. 

This  account  shall  include  the  cost  of  maintaining  dams  and  intakes 
with  their  appurtenant  gates,  valves,  weirs,  spillways,  screens,  etc. 

A  708.22          MAINTENANCE  OF  FLUMES  AND  CA- 
NALS. 

This  account  shall  include  the  cost  of  maintaining  flumes,  canals, 
tunnels,  or  other  conduits  between  the  intake  gates  and  the  forebay, 
together  with  the  apparatus  appurtenant  thereto. 

A  708.23          MAINTENANCE  OF  RESERVOIRS  AND 
.     FOREBAYS. 

This  account  shall  include  the  cost  of  maintaining  storage  reservoirs 
and  forebays.  This  covers  repairs  to  linings  of  walls  and  bottoms, 
and  to  gate  houses  and  headgate  equipment  at  the  head  of  penstocks. 

A  708.24          MAINTENANCE  OF  PENSTOCKS  AND 
TAIL-RACES. 

This  account  shall  include  the  cost  of  maintaining  penstocks  or 
other  pressure  pipes  between  the  forebay  gates  and  the  water  wheels, 
and  also  all  waste  ways  or  channels  conducting  the  water  from  the 
outlet  of  the  draft  tubes  to  the  point  of  final  discharge. 

A  708.25          MAINTENANCE  OF  WAY  AND   CARS. 

This  account  shall  include  the  cost  of  maintaining  rolling  stock, 
roadbed  and  steel  in  connection  with  spur  tracks,  tramways,  inclines, 
freight  cars,  barges,  etc.,  which  are  a  part  of  the  hydro-electric  develop- 
ment. 

A  708.26          MAINTENANCE  OF  TELEPHONE  SYS- 
TEM. 

This  account  shall  include  the  cost  of  maintaining  telephone  lines, 
telephone  apparatus  and  switchboards  of  the  telephone  system  in 
the  water  power  generating  station  and  between  the  station  and  the 
headworks.  The  cost  of  maintaining  telephone  apparatus  and  switch- 
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boards  used  jointly  for  production  and  transmission  should  be  appor- 
tioned between  this  account  and  account  No.  731.54,  "Maintenance 
of  telephone  system,"  under  "  Transmission  Expenses." 

A  708.27  MAINTENANCE   OF   ROADS,   TRAILS 

AND  BRIDGES. 

This  account  shall  include  the  cost  of  maintaining  roads,  trails  and 
bridges  used  in  hydro-electric  production  of  electricity. 

C  B       708.3          MAINTENANCE   OF  HYDRO-ELECTRIC 
EQUIPMENT. 

A  708.31  MAINTENANCE     OF     WATER     TUR- 

BINES AND  WATER  WHEELS. 

This  account  shall  include  the  cost  of  maintaining  water  wheels  and 
governors  and  their  accessories.  This  covers  all  equipment  from  pen- 
stocks to  tail-races,  such  as  gates,  valves,  pumps,  piping,  etc.,  used  in 
connection  with  water  wheels  and  governors. 

Principal  items :  Water  wheels  and  housing,  needle  valves,  nozzles, 
deflecting  hoods,  relief  valves,  air  compressors  for  surge  tanks,  pumps 
for  governors  and  necessary  piping  in  connection  therewith. 

A  708.32  MAINTENANCE  OF  TURBO-GENERA- 

TOR UNITS.  — 

This  account  shall  include  the  cost  of  maintaining  hydraulic  tur- 
bine-driven generator  units  and  all  appurtenant  apparatus.  This  covers 
the  cost  of  maintaining  air  and  circulating  pumps,  lubricating  systems, 
valves,  governors,  draft  tubes,  etc. 

NOTE. — This  account  may  be  sub-divided  to  show  separately  the  cost  of  main- 
taining the  prime  mover  and  the  cost  of  maintaining  the  electric  generator. 

A  708.33  MAINTENANCE   OF    MAIN   GENERA- 

TORS. 

This  account  shall  include  the  cost  of  maintaining  dynamos,  alterna- 
tors and  other  electric  generating  apparatus  driven  by  hydraulic  power. 

A  708.34  MAINTENANCE  OF  EXCITING  APPA- 

RATUS. 

This  account  shall  include  the  cost  of  maintaining  exciters,  motors, 
motor  generators,  boosters,  regulators  and  exciting  batteries  used  in 
the  water  power  generating  plant. 

A  708.35  MAINTENANCE    OF    CONTROL    AND 

PROTECTIVE  EQUIPMENT. 

This  account  shall  include  the  cost  of  maintaining  switches,  circuit 
breakers,  busses,  current  and  potential  transformers,  relays,  indicating 
and  recording  instruments  and  switchboard  panels,  lightning  arresters, 
reactances  and  ground  resistances  used  in  the  water  power  generating 
plant  and  wires  and  cables  used  in  conjunction  with  the  foregoing. 
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A  708.36  MAINTENANCE  OF  TRANSFORMERS 

AND  CONVERTING  APPARATUS. 

This  account  shall  include  the  cost  of  maintaining  transformers  and 
converting  apparatus  in  the  water  power  generating  plant  other  than 
that  used  primarily  for  transmission  and  distribution  purposes. 

C  B  A  708.4          MAINTENANCE    OF    MISCELLANEOUS 
POWER  PLANT  EQUIPMENT. 

This  account  shall  include  the  cost  of  maintaining  miscellaneous 
equipment,  such  as  belts,  pulleys,  hangers,  countershafts,  machine  tools, 
cars,  locomotives,  locomotive  cranes  for  power  plant  purposes,  and  all 
other  equipment  properly  includible  in  fixed  capital  account  No.  323, 
"  Miscellaneous  Power  Plant  Equipment — Hydro." 

This  account  shall  also  include  the  cost  of  maintaining  tools  and 
implements  assigned  to  the  hydro-electric  plant,  such  as  blacksmiths', 
machinists',  and  pipe-fitters'  tools,  cuttings  tools,  etc. 

GAS  GENERATION 

Operation 

D  C  B       709          SUPERINTENDENCE  AND  LABOR. 
A  709.1          SUPERINTENDENCE. 

This  account  shall  include  the  salaries  of  superintendents  and  assist- 
ants, chemists,  day  and  night  foremen,  and  station  clerks ;  and  also  that 
portion  of  the  salaries  of  the  engineering  staff  chargeable  to  gas  power 
generating  plant  operations. 

A  709.2          FUEL  LABOR. 

This  account  shall  include  the  cost  of  all  operating  labor  engaged  in 
the  production  of  power  gas.  This  covers  the  handling  of  fuel  from 
the  storage  pile  to  the  gas  generator  building,  and  the  handling  of 
residuals  from  said  building  to  the  point  where  residuals  are  placed 
when  removed  from  the  building.  It  does  not  include  maintenance 
labor. 

A  709.3          ENGINE  LABOR. 

This  account  shall  include  the  cost  of  all  labor  on  prime  movers. 
Principal   items :   Chief   engineer  and  assistants,   engineers,   oilers, 
wipers,  and  machinists. 

A  709.4          ELECTRICAL  LABOR. 

This  account  shall  include  the  cost  of  all  labor  in  connection  with 
electrical  apparatus  and  devices  beginning  with  the  dynamos  direct 
connected  or  belted  to  the  prime  movers  and  including  the  switchboard, 
feeder  terminal  board  and  to  where  the  electric  current  leaves  the 
station  for  the  transmission  or  distribution  system. 
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Principal  items :  System  operators  or  load  dispatchers,  foremen 
regulators,  regulators  and  assistant  switchboard  men,  brushmen,  wipers 
and  wiremen. 

A  709.5          MISCELLANEOUS  LABOR. 

This  account  shall  include  salaries  and  wages  of  all  employees  in 
and  about  the  gas  power  generating  plant  engaged  in  operating  the 
plant,  whose  time  is  not  chargeable  to  any  of  the  foregoing  gas  power 
plant  labor  accounts.  This  covers  such  labor  as  that  of  watchmen, 
janitors,  elevator  men  and  messengers ;  employees  engaged  in  cleaning 
buildings  and  yards ;  and  all  other  general  labor,  excluding  maintenance 
labor. 

D  710          POWER  PLANT  SUPPLIES  AND 

EXPENSES. 

C  B  A  710.1  PRODUCER  FUEL. 

This  account  shall  include  the  cost  of  all  fuel  used  for  producing  gas 
for  power  purposes  at  the  cost  f .  o.  b.  station  storage  pile.  This  covers 
the  invoice  cost  of  fuel,  freight,  switching,  rent  of  railroad  sidings, 
demurrage,  cost  of  unloading  from  cars  or  boats  to  wagons,  and  cartage 
to  point  of  delivery  at  plant  for  storage,  or  unloading  from  scows  or 
cars  and  conveying  to  place  of  storage.  In  case  coal  is  transferred 
from  one  place  of  storage  to  another,  this  cost  should  also  be  included 
and  any  discrepancy  between  the  actual  amount  of  coal  on  hand  and 
that  recorded  on  the  books  of  the  company  should  likewise  be  taken 
care  of  in  this  account. 

C  B      710.2          MISCELLANEOUS  SUPPLIES  AND 

EXPENSES. 

A  710.21  WATER. 

This  account  shall  include  the  cost  of  water  used  in  the  production 
of  gas  for  power  purposes  and  water  used  for  cooling  gas  prime  movers 
or  other  internal  combustion  engines. 

If  water  is  purchased,  charge  at  the  contract  price  or  the  meter  rate. 

If  water  is  pumped  by  the  company,  charge  here  the  cost  of  pumping. 

This  account  should  include  all  labor  cost  and  expenses  in  connection 
with  the  handling  of  water,  such  as  operating  the  pumping  station,  and 
chemicals  used  in  purification  and  filtration. 

A  710.22        LUBRICANTS. 

This  account  shall  include  the  cost  of  lubricants  for  the  moving  of 
machinery  in  the  gas  power  generating  plant.  This  does  not  include 
oil  for  transformers,  grease  for  wagons,  or  oil  for  lanterns,  etc. 

Oil  used  in  pumping  station  should  be  charged  against  account  No. 
710.21  "  Water." 

A  710.23        PRODUCTION  SUPPLIES. 

This  account  shall  include  the  cost  of  all  supplies,  tools,  etc.,  used  in 
the  gas  power  generating  plant  which  are  consumed  in  the  operating 
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process,   the   replacement  of   which  does  not  constitute  a  repair  or 
renewal. 

Principal  items:  Waste,  packing,  wipers,  gauge  glasses,  gauge 
washers,  manhole  gaskets,  handhole  gaskets,  fuel  room  tools,  steam  and 
air  hose,  boilers,  screws,  nails,  tools,  dynamo  brushes. 

A  710.24        STATION  EXPENSE. 

This  account  shall  include  the  general  and  miscellaneous  expendi- 
tures in  the  gas  power  generating  plant  not  specifically  chargeable  to 
other  accounts. 

Principal  items.  Lighting,  heating  and  cleaning  system,  fire  pro- 
tection system,  janitors'  supplies,  ice  water,  meals  and  carfares, 
stationery,  telephone  and  toilet  service,  care  of  streets,  yards,  sidings, 
etc.  This  does  not  include  miscellaneous  labor,  which  is  carried  under 
account  No.  709.5  "  Miscellaneous  labor." 


Maintenance 

D  71  r          MAINTENANCE  OF  POWER  PLANT. 

C  B  A  711.1          MAINTENANCE    OF    STATION    BUILD- 
INGS. 

This  account  shall  include  the  cost  of  maintaining  gas  power  plant 
buildings  and  permanent  fixtures  therein,  including  furniture,  as  fol- 
lows : 

a.  SUNDRIES. — Repairs  to  furniture,  fixtures,  and  other  such  prop- 
erty in  and  about  the  gas  power  generating  plant  not  specifically  pro- 
vided for  elsewhere.     Alterations   if  not  provided   for  by  a   reserve 
should  be  charged  under  this  classification. 

b.  STATION  STRUCTURES. — Repairs  to  buildings  and  permanent  fix- 
tures therein.- 

Principal  items  :  Plumbing,  windows,  sashes,  roof,  doors  and  walls  j 
heating  and  lighting  systems ;  grounds  and  streets,  walks,  sheds,  pits, 
sidewalks,  elevators,  lockers,  fire  protection  system,  painting. 

CB      711.2          MAINTENANCE  OF  GAS  EQUIPMENT. 

A  711.21  MAINTENANCE  OF  PRODUCER 

EQUIPMENT. 

This  account  shall  include  the  cost  of  maintaining  all  apparatus 
used  for  the  production  of  gas  to  be  used  for  power  purposes  in  the 
generation  of  electric  energy.  This  covers  the  cost  of  repairing  gas  con- 
ductor, exhaust  pipe,  and  other  auxiliary  gas  producing  apparatus ;  and 
also  producers,  economizers,  regenerators,  vaporizers,  steam  injectors, 
scrubbers,  exhauster  outfit,  as  well  as  specially  provided  boilers,  pumps, 
flues  and  pipes,  coal  and  ash  conveyors  and  accessory  equipment,  blower 
engines,  holders,  and  all  similar  auxiliary  equipment. 
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A  711.22  MAINTENANCE    OF    ENGINES    AND 

TURBINES. 

This  account  shall  include  the  cost  of  maintaining  gas  engines  and 
turbines  devoted  to  the  production  of  electric  energy,  including  valves, 
governors,  and  ignition  and  starting  apparatus.  The  maintenance  of 
power  apparatus,  such  as  shafts,  belts,  etc.,  should  not  be  charged  to 
this  account. 

C  B      711.3          MAINTENANCE  OF  ELECTRIC 
EQUIPMENT. 

A  711.31  MAINTENANCE  OF  MAIN  GENERAT- 

ORS. 

This  account  shall  include  the  cost  of  maintaining  dynamos,  alter- 
nators, and  other  electric  generating  apparatus  driven  by  gas  power. 

A  711.32  MAINTENANCE  OF  EXCITING  APPA- 

RATUS. 

This  account  shall  include  the  cost  of  maintaining  exciters,  motors, 
motor  generators,  boosters,  regulators  and  exciting  batteries  used  in 
the  gas  power  generating  plant. 

A  711.33  MAINTENANCE    OF    CONTROL    AND 

PROTECTIVE  APPARATUS. 

This  account  shall  include  the  cost  of  maintaining  switches,  circuit 
breakers,  busses,  current  and  potential  transformers,  relays,  indicating 
and  recording  instruments  and  switchboard  panels,  lightning  arresters, 
reactances  and  ground  resistances  used  in  the  gas  generation  plant,  and 
wires  and  cables  used  in  conjunction  with  the  foregoing. 

A  711.34  MAINTENANCE  OF  TRANSFORMERS 

AND  CONVERTING  APPARATUS. 

This  account  shall  include  the  cost  of  maintaining  transformers  and 
converting  apparatus  in  the  gas  power  generating  plant  other  than  that 
used  primarily  for  transmission  and  distribution  purposes-. 

C  B  A  711.4          MAINTENANCE   OF   MISCELLANEOUS 
POWER  PLANT  EQUIPMENT. 

This  account  shall  include  the  cost  of  maintaining  miscellaneous 
equipment,  such  as  belts,  pulleys,  hangers,  countershafts,  machine 
tools,  cars,  locomotives,  locomotive  cranes  for  power  plant  purposes, 
and  all  other  equipment  properly  includible  in  fixed  capital  account 
No.  327  "  Miscellaneous  Power  Plant  Equipment — Gas." 

This  account  shall  include  the  cost  of  maintaining  tools  and  im- 
plements assigned  to  the  gas  power  plant,  such  as  blacksmiths', 
machinists',  and  pipe  fitters'  tools ;  engine  tools  and  cutting  tools. 
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D  C  B  A  712          POWER  GAS  FROM  OTHER  SOURCES. 

This  account  shall  include  the  cost  of  all  purchased  or  jointly  pro- 
duced power  gas  consumed  in  the  gas  power  generating  plant. 

D  C  B  A  713          ELECTRIC      ENERGY      FROM       OTHER 

SOURCES. 

This  account  shall  include  the  cost  at  the  point  of  delivery  to  the 
accounting  company  of  all  electric  energy  purchased  for  re-sale  or 
jointly  produced. 

NOTE  A. — If  the  accounting  company  actually  exchanges  power  with  another 
company,  i.  e.,  if  the  agreement  between  them  provides  that  the  receiving  com- 
pany shall  pay  the  producing  company  a  price  barely  sufficient  to  cover  the 
average  production  expense  per  unit  of  energy  delivered,  then  the  accounting 
company  shall  charge  to  this  account  the  amount  that  it  pays  the  other  company 
which  is  a  party  to  such  agreement  and  credit  this  account  with  the  amount  which 
it  receives.  If  the  agreement  provides  for  the  payment  by  the  receiving  company 
of  more  than  the  bare  production  expense  per  unit,  the  amount  received  shall  be 
credited  by  the  producing  company,  not  to  this  account,  but  to  the  appropriate 
operating  revenue  account. 

NOTE  B. — Current  purchased  at  established  tariff  rates  from  other  companies 
for  lighting  offices,  stations,  etc.,  or  other  similar  purposes  connected  with  the 
operations  of  the  accounting  company  shall  not  be  charged  to  this  account  but 
to  the  appropriate  departmental  expense  account. 

D  C  B  A  714          DUPLICATE      PRODUCTION      CHARGES 

— CR. 

This  account  shall  be  credited  with  all  charges  made  to  produc- 
tion accounts  for  electric  energy  consumed  at  works  and  generating 
stations  and  not  otherwise  provided  for. 

D  C  B  A  715          PRODUCTION  EXPENSES  TRANSFERRED 

— CR. 

This  account  shall  include  such  part  of  the  accounting  company's 
expense  of  producing  electric  energy  as  is  properly  chargeable  to 
another  coordinate  department,  as,  for  example,  an  electric  railroad 
or  a  gas  department. 


720   CONVERSION   AND   STORAGE  EXPENSES 
D  721          CONVERSION  EXPENSES. 

C  B       721.1          SUB-STATION  SUPERINTENDENCE 
AND  LABOR. 

A  721.11  SUB-STATION  SUPERINTENDENCE. 

This  account  shall  include  the  salary  of  superintendents  and  clerks 
in  sub-stations. 

If.  the  superintendent  and  clerical  force  in  a  sub-station  exercise 
supervision  over  the  transmission  system,  their  time  may  be  appor- 
tioned on  some  equitable  basis  between  this  account  and  account  No. 
731.1  "Transmission  Superintendence." 
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A  721.12  SUB-STATION  LABOR.   \ 

This  account  shall  include  the  wages  of  regulators,  brushmen,  etc., 
employed  in  sub-stations  in  connection  with  the  apparatus. 

C  B  A  721.2          SUB-STATION      SUPPLIES      AND      EX- 
PENSES. 

This  account  shall  include  the  cost  of  carfares,  meals,  telephone 
service,  stationery,  and  all  other  expenses  in  sub-stations  not  specifi- 
cally provided  for  elsewhere. 

C  721.3          MAINTENANCE    OF    BUILDINGS    AND 

EQUIPMENT. 

B  A  721.31  MAINTENANCE      OF      SUB-STATION 

BUILDINGS. 

This  account  shall  include  the  cost  of  maintaining  sub-station  build- 
ings, and  grounds,  together  with  all  permanent  fixtures  therein  and 
appurtenant  thereto,  including  work  on  streets,  drives,  sidewalks, 
vaults,  pits,  sheds  and  permanent  foundations  of  apparatus. 

B  A  721.32  MAINTENANCE      OF      CONVERSION 

EQUIPMENT. 

This  account  shall  include  the  cost  of  maintaining  transformers, 
rotary  converters,  motor  generators,  regulators,  switchboards  and  con- 
nected equipment,  etc.,  which  are  used  primarily  for  changing  electric 
energy  in  voltage  or  frequency  for  the  purpose  of  transmitting  or 
distributing  it  more  efficiently,  whether  such  equipment  is  installed  in 
a  generating  station  or  a  sub-station.  This  also  covers  the  cost  of 
maintaining  outdoor  sub-stations  and  appurtenances,  sub-station  equip- 
ment installed  on  consumers'  premises,  etc.  It  does  not  include  the 
cost  of  maintaining  line  transformers  installed  for  stepping  down  cur- 
rent from  transmission  or  distribution  voltages  to  the  voltage  at  which 
it  is  used  by  the  consumer. 

D       722    STORAGE  BATTERY  EXPENSES. 

C  B   722.1    STORAGE  BATTERY  SUPERINTEND- 
ENCE AND  LABOR. 

A  722.11     STORAGE  BATTERY  SUPERINTEND- 
ENCE. 

This  account  shall  include  the  salaries  of  superintendents  and  clerks, 
and  also  that  portion  of  the  salaries  of  the  engineering  staff  of  the  com- 
pany which  is  chargeable  to  storage  batteries. 

A  722.12  STORAGE  BATTERY  LABOR. 

This  account  shall  include  the  wages  of  battery  men,  including 
inspectors  and  testers. 
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C  B  A  722  2          STORAGE    BATTERY    SUPPLIES    AND 
EXPENSES. 

This  account  shall  include  the  cost  of  acid  and  distilled  water  in 
cells,  soda,  sponges,  brooms,  mops,  waste,  rags,  hydrometers,  ther- 
mometers, automatic  cell  fillers,  rubber  hose,  gloves,  shoes,  paint,  etc., 
and  brushes  for  boosters  and  compensators. 

C  B       722.3          MAINTENANCE    OF    BUILDINGS    AND 
EQUIPMENT 

A  722.31  MAINTENANCE  OF  BATTERIES. 

This  account  shall  include  the  cost  of  maintaining  storage  battery 
equipment,  such  as  storage  battery  tanks,  switches,  regulating  ap- 
paratus, boosters,  and  compensators,  renewal  of  worn-out  cells,  in- 
cluding diaphragms,  negative  and  positive  plates,  lead  in  strip,  spelter, 
dry  boards,  tin  bands,  lamp  black,  and  items  of  a  similar  nature. 

A  722.32  MAINTENANCE   OF   ACCESSORIES. 

This  account  shall  include  the  cost  of  maintaining  tanks,  battery 
room  floor,  switches,  regulating  apparatus,  booster  and  compensator, 
etc. 

A  722.33  MAINTENANCE  OF  BUILDINGS. 

This  account  shall  include  the  cost  of  maintaining  storage  battery 
buildings. 

730    TRANSMISSION    EXPENSES 

NOTE. — Transmission  and  distribution  expense  accounts  may  be  combined 
where  the  same  poles  carry  transmission  and  distribution  lines  and  it  is  imprac- 
ticable to  assign  accurately  the  cost  of  operation  and  maintenance  as  between  the 
two  functions. 

D  731          TRANSMISSION,  OPERATION  AND  MAIN- 

TENANCE. 

C  B  A  731.1          TRANSMISSION   SUPERINTENDENCE. 

This  account  shall  include  the  salaries  and  wages  of  superinten- 
dents, assistants,  and  clerks  employed  in  supervising  the  operation  and 
maintenance  of  transmission  lines;  also  that  portion  of  the  salaries 
of  the  engineering  staff  assignable  to  the  transmission  system. 

NOTE. — If  this  function  is  performed  by  a  sub-station  superintendent  and 
employees,  their  time  should  be  equitably  apportioned  between  this  account  and 
account  No.  721.11,  "Sub-station  Superintendence." 

C  B  A  731.2  TRANSMISSION  SUPPLIES  AND  EX- 
PENSES. 

This  account  shall  include  the  cost  of  carfare,  meals,  telephone  ser- 
vice, janitor  service,  office  supplies,  postage,  stationery,  etc.,  incurred 
in  connection  with  the  operation  of  the  transmission  system^  and  not 
specifically  chargeable  to  other  accounts. 
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C  B       731 .3  OPERATION  OF  TRANSMISSION  LINES. 

A  731.31  LABOR  AND  EXPENSE— SUBWAYS. 

This  account  shall  include  wages  and  expenses  in  connection  with 
the  inspection  and  cleaning  of  subway  ducts,  manholes,  and  sewer 
connections  for  transmission  lines. 

A  731.32  LABOR   AND   EXPENSE— OVERHEAD 

CONDUCTORS. 

This  account  shall  include  the  wages  and  expenses  of  patrolmen, 
testers,  etc.,  employed  on  overhead  transmission  lines. 

A  731.33       -    LABOR      AND      EXPENSE  — UNDER- 
GROUND CONDUCTORS. 

This  account  shall  include  the  wages  and  expenses  of  patrolmen, 
testers,  etc.,  employed  on  underground  transmission  lines. 

A  731.34  LABOR  AND  EXPENSE— TELEPHONE 

SYSTEM. 

This  account  shall  include  the  wages  and  expenses  of  telephone 
operators,  etc.,  employed  in  connection  with  the  transmission  system. 

C  B  A  731.4  MAINTENANCE  OF  UNDERGROUND 
CONDUITS. 

This  account  shall  include  the  cost  of  maintaining  subways  and 
underground  conduits  carrying  transmission  conductors.  This,  covers 
repairs  of  ducts,  manholes,  sewer  connections  and  traps,  and  paving 
over  such  subways,  but  not  any  repairs  of  conductors  or  the  installa- 
tion thereof. 

NOTE. — The  cost  of  maintaining  conduits  which  carry  both  transmission  and 
distribution  conductors  should  be  apportioned  between  this  account  and  account 
No.  741.5.  unless  transmission  and  distribution  expense  accounts  are  combined. 

C  B       731.5          MAINTENANCE      OF      TRANSMISSION 
LINES. 

A  731.51  MAINTENANCE  OF  OVERHEAD  CON- 

DUCTORS. 

This  account  shall  include  the  cost  of  maintaining  all  conductors, 
feeders,  cable,  wire,  insulators,  and  insulating  material  used  in  the 
overhead  transmission  system. 

A  731.52  MAINTENANCE  OF  POLES,  TOWERS, 

AND  FIXTURES. 

This  account  shall  include  the  cost  of  maintaining  poles  and  cross 
arms,  braces,  guys,  and  other  pole  supports,  fixtures,  and  towers  used 
in  the  transmission  system.  This  account  also  covers  such  matters  as 
painting  poles,  repairing  streets  and  repairing  sidewalks  after  pole 
renewals,  etc. 
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A  731.53  MAINTENANCE   OF   UNDERGROUND 

CONDUCTORS. 

This  account  shall  include  the  cost  of  maintaining  all  conductors, 
feeders,  cable,  wire,  insulators,  and  insulating  material  used  in  the 
underground  transmission  system. 

A  731 . 54  MAINTENANCE  OF  TELEPHONE  SYS- 

TEM. 

This  account  shall  include  the  cost  of  maintaining  telephone  equip- 
ment and  telephone  lines  used  for  the  operation  of  the  transmission 
system.  This  covers  repair  parts  for  telephones,  telephone  switch- 
boards, wires,  insulators,  poles  and  cross  arms  used  in  connection  with 
telephone  system. 


NOTE. — Transmission  and  distribution  expense  accounts  may  be  combined  where 
the  same  poles  carry  transmission  and  distribution  lines  and  it  is  impracticable 
to  assign  accurately  the  cost  of  operation  and  maintenance  as  between  the  two 
functions. 

D  741          DISTRIBUTION,  OPERATION  AND  MAIN- 

TENANCE. 

C  B  A  741.1          DISTRIBUTION  SUPERINTENDENCE. 

This  account  shall  include  the  salaries  and  wages  of  superintendents, 
assistants,  and  clerks  employed  in  supervising  the  operation  and  main- 
tenance of  the  distribution  system ;  also  that  portion  of  the  salaries  of 
the  engineering  staff  assignable  to  the  distribution  system. 

CB       741.2          DISTRIBUTION    SUPPLIES     ANDX    EX- 
PENSES. 

A  741 .21  DISTRIBUTION  MAPS  AND  RECORDS. 

This  account  shall  include  salaries  and  expenses  for  making  maps 
and  records  of  underground  and  overhead  lines,  including  stationery, 
drawing  materials,  etc. 

A  741.22  DISTRIBUTION  OFFICE  EXPENSES. 

This  account  shall  include  the  cost  of  carfare,  meals,  telephone  ser- 
vice, janitor  service,  office  supplies,  postage,  stationery,  etc.,  incurred 
in  connection  with  the  operation  of  the  distribution  office. 

A  741.23  DISTRIBUTION,     MISCELLANEOUS 

EXPENSES. 

This  account  shall  include  all  expenses  incurred  in  connection  with 
the  operation  of  the  distribution  system  not  specifically  chargeable  to 
other  accounts. 
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C  B       741.3          OPERATION  OF  DISTRIBUTION  LINES. 

A  741.31  LABOR  AND  EXPENSE— SUBWAYS. 

This  account  shall  include  wages  and  expenses  in  connection  with 
the  inspection  and  cleaning  of  subway  ducts,  manholes,  and  sewer 
connections  for  distribution  lines. 

A  741.32  LABOR   AND    EXPENSE— OVERHEAD 

CONDUCTORS. 

This  account  shall  include  the  wages  and  expenses  of  patrolmen, 
testers,  etc.,  employed  on  overhead  distribution  lines. 

A  741.33  LABOR  AND  EXPENSE— UNDER- 

GROUND CONDUCTORS. 

This  account  shall  include  the  wages  and  expenses  of  patrolmen, 
testers,  etc.,  employed  on  underground  distribution  lines. 

A  741.34  LABOR  AND  EXPENSE— TELEPHONE 

SYSTEM. 

This  account  shall  include  the  wages  and  expenses  of  telephone 
operators,  etc.,  employed  in  connection  with  the  distribution  system. 

C  B       741.4          METER  OPERATION. 

A  741.41  SALARIES  AND  PERSONAL  EX- 

PENSES, METER  DEPARTMENT. 

This  account  shall  include  the  salaries  and  expenses  of  superin- 
tendents and  clerks  in  meter  department;  and  also  that  portion  of  the 
salaries  of  the  engineering  staff  chargeable  to  that  department. 

A  741.42  TESTING  METERS. 

This  account  shall  include  the  cost  of  testing  and  inspecting  meters 
on  consumers'  premises  or  in  meter  shops. 

A  741.43  MISCELLANEOUS  EXPENSES, 

METER  DEPARTMENT. 

This  account  shall  include  such  expenses  as  stationery,  postage, 
telephone  service,  light,  fuel,  testers'  tools  and  supplies,  etc. 

A  741.44  REMOVING    AND    RESETTING 

METERS. 

This  account  shall  include  the  cost  of  resetting,  changing,  and  re- 
moving meters  on  consumers'  premises ;  also  the  cost  of  connecting  and 
disconnecting  services. 

NOTE. — The  cost  of  the  first  setting  of  a  meter  should  not  be  charged  to  this 
account  but  to  fixed  capital  account  No.  338,  "  Meter  Installation,"  which  see. 

A  741 .45  REMOVING  AND  RESETTING  TRANS- 

FORMERS'. 

This  account  shall  include  the  cost  of  resetting,  changing,  in- 
specting, testing,  and  removing  transformers  on  consumers'  prem- 
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ises,  or  on  poles  or  in  manholes  adjacent,  when  such  transformers 
are  installed  for  the  purpose  of  stepping  down  current  from  trans- 
mission or  distribution  voltages  to  the  voltage  at  which  it  is  used  by 
the  consumer. 

NOTE. — The  cost  of  the  first  setting  of  a  transformer  should  not  be  charged 
to  this  account  but  to  fixed  capital  account  No.  336,  "  Line  Transformer  Installa- 
tion," which  see. 

C  B  A  741.5          MAINTENANCE  OF  UNDERGROUND 
CONDUITS. 

This  account  shall  include  the  cost  of  maintaining  subways  and 
underground  conduits  carrying  distribution  conductors.  This  covers 
repairs  of  ducts,  manholes,  sewer  connections  and  traps,  and  paving 
over  such  subways  and  all  ducts  and  conduits,  but  not  any  repairs  of 
conductors  or  the  installation  thereof. 

NOTE. — The  cost  of  maintaining  conduits  which  carry  both  transmission  and 
distribution  conductors  should  be  apportioned  between  this  account  and  account 
No.  731.4,  unless  transmission  and  distribution  expense  accounts  are  combined. 

C  B       741.6          MAINTENANCE  OF  LINES. 

A  741.61  MAINTENANCE  OF  OVERHEAD  CON- 

DUCTORS. 

This  account  shall  include  the  cost  of  maintaining  all  conductors, 
feeders,  cable,  wire,  insulators,  and  insulator  materials  used  in  the 
overhead  distribution  system. 

A  741.62  MAINTENANCE  OF  POLES,  TOWERS, 

AND  FIXTURES. 

This  account  shall  include  the  cost  of  maintaining  poles  and  cross- 
arms,  braces,  guys,  and  other  pole  supports,  fixtures  and  towers  used 
in  the  distribution  system.  This  account  also  covers  such  matters  as 
painting  poles,  repairing  streets,  and  repairing  sidewalks  after  pole 
renewals,  etc. 

A  741.63  MAINTENANCE    OF   UNDERGROUND 

CONDUCTORS. 

This  account  shall  include  the  cost  of  maintaining  all  conductors, 
feeders,  cable,  wire,  insulators,  and  insulating  material  used  in  the 
underground  distribution  system. 

C  B  A  741.7          MAINTENANCE  OF  SERVICES. 

This  account  shall  include  the  cost  of  maintaining  services,  both 
underground  and  overhead,  leading  from  the  mains  to  the  consumers' 
premises. 

C  741.8          MAINTENANCE     OF    TRANSFORMERS 

AND  METERS. 

B  A  741.81  MAINTENANCE  OF  LINE  TRANS- 

FORMERS. 

This  account  shall  include  the  cost  of  maintaining  line  transform- 
ers, i.  e.,  transformers  installed  for  stepping  down  current  from  trans- 
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mission  or  distribution  voltages  to  the  voltage  at  which  it  is  used  by 
the  consumer.  This  covers  renewing  oil,  repainting,  rewinding,  remov- 
ing and  replacing,  and  repairs  to  such  switches  and  cutouts  on  the 
consumers'  premises  as  are  the  property  of  the  accounting  company. 

B  A  741.82  MAINTENANCE      OF      CONSUMERS' 

METERS. 

This  account  shall  include  the  cost  of  maintaining  consumers'  meters, 
such  as  replacing  parts,  putting  in  new  jewels,  cleaning  and  painting. 

CBA741.9          MAINTENANCE    OF    BUILDINGS    AND 

GROUNDS. 

This  account  shall  include  the  cost  of  maintaining  buildings  and 
grounds  devoted  to  the  operation  and  maintenance  of  the  distribution 
system. 

750  UTILIZATION 

D  751          UTILIZATION,   OPERATION   AND!   MAIN- 

TENANCE. 

C  B       751.1          COMMERCIAL  LAMPS— OPERATION. 
A  751.11  COMMERCIAL  ARC  LAMPS. 

This  account  shall  include  the  cost  of  trimming  and  inspecting  arc 
lamps  on  consumers'  premises. 

Principal  items  Trimming,  inspecting,  installing  and  removing 
lamps. 

A  751.12  INCANDESCENT  LAMPS— INSTALLA- 

TION. 

This  account  shall  include  the  cost  of  the  first  installation  of  lamps 
on  consumers'  premises  unless  such  cost  is  charged  to  the  consumer 
or  it  is  the  policy  of  the  company  to  capitalize  such  cost  through 
charge  to  fixed  capital  account  No.  339,  "  Commercial  Lamps." 

A  751.13  INCANDESCENT      LAMPS  — RENEW- 

ALS. 

This  account  shall  include  the  cost  of  renewing  incandescent  lamps 
on  consumers'  premises.  This  covers  cartage  and  delivery  expense, 
and  cost  of  photometering  lamps.  This  account  should  be  credited 
with  any  rebate  received  for  the  return  of  stubs  or  allowances  relating 
thereto. 

C  B       751.2          CONSUMERS'  INSTALLATION  AND  IN- 
SPECTION WORK. 

A  751.12  INSPECTION— CONSUMERS'      PREM- 

ISES. 

This  account  shall  include  the  cost  of  inspection  of  consumers' 
premises.  This  covers  such  matters  as  the  charge  for  municipal  car- 
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tificates,  charge  for  Board  of  Fire  Underwriters'  inspection  certificates, 
and  that  portion  of  the  salaries  and  expense  of  the  engineering  staff, 
or  of  any  other  department  than  distribution  department,  engaged  in 
technical  work  properly  assignable  to  this  account. 

A  751.22  CONSUMERS'  INSTALLATIONS. 

This  account  shall  include  the  cost  of  all  labor  and  material  fur- 
nished without  charge  to  consumers  for  inside  work. 

Principal  items:  Attention  to  complaints  or  to  improving  the  char- 
acter of  service,  replacing  or  repairing  wiring  fixtures  or  electrical 
appliances,  moving  appliances  from  place  to  place  in  house,  reconnect- 
ing appliances. 

C  B       751.3          MUNICIPAL   STREET   LAMPS— OPERA- 
TION. 

A  751.31  MUNICIPAL  STREET  ARC  LAMPS. 

This  account  shall  include  the  cost  of  trimming,  inspecting  and 
operating  municipal  street  arc  lamps. 

A  751.32  MUNICIPAL  STREET  INCANDESCENT 

INSTALLATION. 

This  account  shall  include  the  cost  of  the  first  installation  of  muni- 
cipal street  incandescent  lamps,  unless  such  cost  is  charged  to  the 
municipality  or  it  is  the  policy  of  the  accounting  company  to  capitalize 
such  cost  through  charges  to  fixed  capital  account  No.  340,  "  Street 
Lighting  Equipment." 

A  751 . 33  MUNICIPAL  STREET  INCANDESCENT 

RENEWALS. 

This  account  shall  include  the  cost  of  renewing  incandescent  lamps. 
This  covers  cartage  and  delivery  expense,  and  cost  of  photometering 
incandescent  lamps.  This  account  shall  be  credited  with  any  rebate 
received  for  the  return  of  stubs  or  allowances  relating  thereto. 

C  B  A  751.4          MAINTENANCE       OF        COMMERCIAL 

LAMPS. 

This  account  shall  include  the  cost  of  maintaining  commercial  lamps 
on  consumers'  premises.  This  covers  such  matters  as  setting  and 
removing  lamps  for  repairs  and  adjustment,  repair  parts,  testing  dur- 
ing the  adjustment  and  after  repairs ;  also  that  portion  of  the  arc  lamp 
shop  expense  chargeable  thereto. 

C  B       751.5          MAINTENANCE  OF  MUNICIPAL 

STREET  LIGHTING  EQUIPMENT. 

A  751.51  MAINTENANCE  OF  MUNICIPAL 

STREET  ARC  LAMPS. 

This  account  shall  include  the  cost  of  changing  municipal  street  arc 
lamps  for  repairs  and  adjustments,  renewals,  repairs  of  mast  arms, 
hangers,  poles,  ropes,  etc.,  and  painting  poles ;  also  that  proportion  of 
arc  lamp  shop  expense  chargeable  thereto. 
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A  751.52  MAINTENANCE  OF  MUNICIPAL 

STREET  INCANDESCENT  LAMPS. 

This  account  shall  include  the  cost  of  maintaining  ^municipal  incan- 
descent street  lamps  and  fixtures,  including  especially  provided  poles 
if  such  poles  are  properly  chargeable  to  fixed  capital  account  No.  340, 
"  Street  Lighting  Equipment,"  which  see.  It  does  not  include  the 
cost  of  maintaining  subways  or  conductors. 

760  COMMERCIAL  EXPENSES 
D  C  761          COMMERCIAL  ADMINISTRATION. 

B  A  761 .1          COMMERCIAL  GENERAL  LABOR. 
This  account  shall  include  the  cost  of  labor  of  superintendents  and 
assistants,  chief  clerks,  cashiers  and  assistants,  stenographers,  general 
clerks,  high  bill  clerks,  switchboard  operators,  messengers,  janitors, 
and  watchmen  employed  in  the  commercial  department. 

B       761.2          COMMERCIAL  BOOKS  AND  CON- 
TRACTS. 

A  761.21  COMMERCIAL  BOOKKEEPING. 

This  account  shall  include  the  cost  of  labor  of  bookkeepers  and 
clerks  employed  on  consumers'  accounts. 

A  761.22  COMMERCIAL  CONTRACTS. 

This  account  shall  include  the  cost  of  labor  of  clerks  and  other 
employees  in  the  application  or  contract  bureau. 

B        761.3          COMMERCIAL   METER   READING   AND 
COLLECTING. 

A  761.31  COMMERCIAL  COLLECTING. 

This  account  shall  include  the  cost  of  labor  of  regular  and  pre- 
payment collectors.  This  covers  cost  of  delivering  bills  and  proportion 
of  time  of  meter  readers  collecting  from  prepayment  meters. 

A  761.32  METER  READING. 

This  account  shall  include  the  cost  of  labor  of  meter  readers. 

B  A  761.4          COMMERCIAL  SUPPLIES  AND 

EXPENSES. 

This  account  shall  include  the  cost  of  supplies  and  the  incidental 
expenses  of  the  commercial  office:  This  covers  meter  readers'  lamps 
and  carfare  of  employees  in  the  commercial  department. 

D  C  B  A  762          AGENTS'  COMMISSIONS. 

This  account  shall  include  the  amount  paid  by  the  accounting  com- 
pany to  agents  as  commission  for  distributing  its  electric  energy  over 
the  agent's  distribution  lines  and  selling  the  same,  and  for  all  services 
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performed  in  connection  therewith  (See  Operating  Revenue  Account 
No.  611,  "  Commissions  on  Others'  Electric  Energy,"  also  "  Operating 
Revenue  Accounts — General  Instructions  and  Definitions,"  Section  2, 
Note  B,  page  64). 

770    NEW  BUSINESS  EXPENSES 

NOTE. — General  Account  770,  "  New  Business  Expenses,"  is  not  intended  to 
include  any  expense  connected  with  merchandising  and  jobbing  carried  on  as  a 
separate  department  of  the  accounting  company's  business  and  not  primarily  for 
the  purpose  of  obtaining  new  business  for  the  electric  department.  If  the  ac- 
counting company  sells  merchandise  or  does  jobbing  work  at  or  below  cost  for 
the  purpose  of  inducing  greater  use  of  electric  energy,  a  debit  balance  in  the 
jobbing  account  due  to  such  practice  may  be  charged  to  "  New  Business  Ex- 
penses," or  sub-account  No.  771.25,  "  Miscellaneous  new  business  supplies  and  ex- 
penses." 

D  C  771          NEW  BUSINESS  EXPENSES. 

B       771.1          NEW  BUSINESS  SALARIES. 

A  771.11  NEW  BUSINESS  MANAGEMENT 

SALARIES. 

This  account  shall  include  the  cost  of  administration  of  the  depart- 
ment maintained  for  the  promotion  or  development  of  consumption  of 
electric  energy  including  that  portion  of  the  salaries  of  management 
and  clerks  in  agencies  and  contract  departments  assignable  to  new 
business. 

A  771 . 12  NEW  BUSINESS  ADVERTISING 

SALARIES. 

This  account  shall  include  the  salaries  of  the  advertising  manager 
and  clerks. 

B        771.2          NEW    BUSINESS    SUPPLIES    AND    EX- 
PENSES. 

A  771.21  DEMONSTRATIONS. 

This  account  shall  include  the  cost  of  labor  and  the  expense  in- 
curred in  demonstrating  the  use  of  electric  appliances  for  the  purpose 
of  obtaining  new  business. 

A  771.22  WIRING  AND  APPLIANCES. 

This  account  shall  include  the  cost  of  wiring  consumers'  premises, 
and  of  electric  appliances,  including  delivery  and  connection  charges 
and  expenses  in  connection  therewith,  supplied  to  consumers  without 
charge  in  order  to  induce  new  business. 

A  771.23  ADVERTISING    SUPPLIES    AND    EX- 

PENSES. 

This  account  shall  include  the  cost  of  supplies,  stationery,  and  the 
incidental  expenses  of  the  advertising  department.  This  covers  such 
items  as  booklets,  dodgers,  newspaper  advertising,  posters,  bulletins, 
and  all  related  expenses. 
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A  771.24  CANVASSING  AND  SOLICITING 

This  account  shall  include  all  expenses  incurred  in  soliciting  new 
business,  such  as  wages,  commissions,  and  personal  expenses  of  can- 
vassers, cost  of  preparing  estimates,  engineering  advice  on  electric 
installation,  etc.,  and  office  sundries  in  connection  therewith. 

A  771.25  MISCELLANEOUS     NEW     BUSINESS 

SUPPLIES  AND  EXPENSES. 

This  account  shall  include  office  and  personal  and  incidental  expenses 
of  the  promotion  or  new  business  department,  such  as  office  rent, 
stationery,  and  other  office  supplies,  etc. 


780    GENERAL  AND   MISCELLANEOUS   EXPENSES 

D  781          UNDISTRIBUTED  GENERAL  EXPENSES. 

C  B       781 . 1          GENERAL  OFFICE  SALARIES. 
A  781.11  ADMINISTRATIVE  SALARIES. 

This  account  shall  include  the  salaries  of  the  chairman  of  the  board, 
president,  vice-president,  treasurer,  secretary,  comptroller,  general 
auditor,  general  manager,  assistant  general  manager,  chief  engineer, 
general  superintendent,  purchasing  agent,  and  all  other  employees 
whose  jurisdiction  extends  to  the  entire  system  and  whose  services  can 
not  be  allocated  to  the  several  departments. 

A  781 . 12  OTHER  GENERAL  OFFICE  SALARIES. 

This  account  shall  include  the  salaries  of  auditors,  bookkeepers, 
cashiers,  paymasters,  stenographers  and  clerks  employed  in  counting 
cash,  Janitors,  porters,  messengers,  and  other  clerks  and  employees 
whose  time  is  devoted  to  the  work  of  the  general  office. 

NOTE. — The  cost'  of  labor  of  clerks  and  other  employees  in  the  commercial 
department  shall  not  be  included  in  this  account,  but  in  account  No.  761,  "  Com- 
mercial Administration,"  or  the  appropriate  sub-division  thereof. 

C  781.2          MISCELLANEOUS    GENERAL    EX- 

PENSES. 

B  A  781.21  GENERAL    OFFICE    SUPPLIES    AND 

EXPENSES. 

This  account  shall  include  the  cost  of  office  supplies,  stationery, 
telegrams,  telephone  service,  and  the  maintenance  of  office  furniture; 
rented  rooms  in  office  buildings  and  maintenance  of  such  rented  rooms ; 
rental  of  office  equipment  such  as  statistical  machines,  and  all  other 
miscellaneous  expenses  of  general  offices. 

Expenses  of  departmental  employees  should  be  charged  to  the  ap- 
propriate departmental  accounts. 
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B  A  781.22  GENERAL  STATIONERY  AND  PRINT- 

ING. 

This  account  shall  include  the  cost  of  stationery,  stationery  supplies 
and  postage  not  elsewhere  provided  for. 

NOTE  A. — The  cost  of  printing  briefs  and  other  legal  papers  should  be  charged 
to  account  No.  781.24,  "  Law  Expenses." 

NOTE  B. — The  cost  of  printing  signs,  posters  and  other  advertising  matter 
shall  be  charged  to  account  No.  771.23,  "Advertising  Supplies  and  Expenses." 

NOTE  C. — The  cost  of  such  mechanical  calculators,  typewriters,  duplicating 
machines,  and  other  office  appliances  as  are  not  properly  capitalized,  should,  if 
for  use  in  general  office,  be  charged  to  account  No.  781.21,  "  General  Office  Sup- 
plies and  Expenses,"  or,  if  for  the  use  of  department  offices,  to  the  proper 
departmental  accounts. 

B  A  781 . 23  MAINTENANCE  OF  GENERAL  STRUC- 

TURES. 

This  account  shall  include  the  cost  of  maintaining  general  office 
buildings  or  other  structures  used  for  general  purposes.  This  covers 
maintenance  of  walks,  driveways,  and  grounds  connected  therewith 
and  all  incidental  expenses  connected  with  the  maintenance  of  such 
buildings  or  structures. 

B  A  781.24  LAW  EXPENSES. 

This  account  shall  include  all  law  expenses  such  as  salaries  and 
expenses  of  counsel,  solicitors  and  attorneys,  their  clerks  and  attendants 
and  expenses  of  their  offices ;  cost  of  law  books,  printing1  briefs,  legal 
forms,  testimony,  reports,  etc. ;  fees  and  retainers  for  services  of 
attorneys  not  regular  employees;  court  costs  and  payments  of  special 
notarial  and  witness  fees  not  provided  for  elsewhere,  expenses  con- 
nected with  taking  depositions,  and  all  law  and  court  expenses  not  pro- 
vided for  elsewhere. 

B  A  781.25  INSURANCE. 

This  account  shall  include  premiums  paid  for  fire,  fidelity,  boiler, 
casualty,  burglar,  lightning,  and  all  other  insurance;  also  charges  by 
which  self-insurance  is  provided. 

This  account  shall  be  credited  with  dividends  paid  or  surplus  re- 
turned to  the  accounting  company  in  any  other  form  by  mutual  insur- 
ance companies. 

NOTE. — That  portion  of  the  premium  for  liability  insurance  based  on  the  pay- 
roll expended  on  construction  accounts  may  be  charged  to  the  construction 
accounts  affected. 

B  A  781.26  STORE  EXPENSES. 

This  account  shall  include  all  salaries  and  expenses  in  connection 
with  storerooms.  This  covers  the  cost  of  sending  materials  and  sup- 
plies from  general  storerooms  to  branch  storerooms  and  the  collection 
of  scrap  material. 

To  this  account  shall  be  credited  all  discounts  recovered  through  the 
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prompt  payment  of  bills  for  materials  and  supplies  consumed  in  opera- 
tion, unless  such  discounts  are  applied  to  the  particular  bills. 

NOTE. — Expenses  charged  to  this  account  may  be  distributed  over  materials 
passed  through  the  store  department  on  the  basis  of  a  percentage  of  invoice  cost 
of  such  materials  or  on  other  bases  deemed  appropriate  by  the  management  of  the 
accounting  company.  Amounts  so  distributed  should  be  credited  to  this  account 
and  charged  to  the  accounts  to  which  the  cost  of  such  materials  is  charged  as 
they  are  issued  or  used.  Credits  should  be  made  in  such  detail  as  to  permit  the 
accounting  company  to  analyze  them. 


B  A  781.27  TRANSPORTATION  EXPENSES. 

This  account  shall  include  the  cost  of  feed,  keep  and  shoeing  of 
horses,  wages  of  stablemen,  hostlers,  veterinary  expenses,  and  all  other 
expenses  of  stabling  horses  ;  also  wages  of  garage  men,  cost  of  gasoline, 
lubricants,  and  other  garage  supplies,  and  the  cost  of  repairing  harness 
and  vehicles. 

NOTE  A. — The  cost  of  horses  purchased  to  replace  others  should  be  charged 
to  account  No.  342  "  General  Equipment." 

NOTE  B. — Charges  to  this  account  may  be  distributed  to  the  work  done  by  the 
stable  and  garage  equipment  on  the  basis  of  hourly  rates,  rates  per  ton  per  mile 
hauled,  or  on  other  bases  deemed  appropriate  by  the  management  of  the  accounting 
company.  Amounts  so  distributed  should  be  credited  to  this  account  and  charged 
to  the  account  representing  the  construction  or  operation  benefited.  Credits 
should  be  made  in  such  detail  as  to  permit  the  accounting  company  to  analyze 
them. 


B  A  781.28  OTHER    MISCELLANEOUS   GENERAL 

EXPENSES. 

This  account  shall  include  the  cost  of  publishing  and  distributing 
annual  reports  to  stockholders,  advertising  notices  of  stockholders' 
meetings,  dividend  notices  and  other  corporate  and  financial  notices  of 
a  general  character,  association  dues,  contributions  for  conventions  and 
meetings  of  the  industry,  cost  of  experimental  work  conducted  for  the 
benefit  of  the  industry  or  the  improvement  of  service,  traveling  and 
incidental  expenses  of  general  officers  and  other  general  office  em- 
ployees, fees  of  transfer  agents,  registrars  of  stock,  and  fiscal  agents, 
directors'  fees,  compensation  to  management  corporations,  and  other 
miscellaneous  expenses  connected  with  the  general  management  not 
otherwise  provided  for. 

B  A  781.29  UNDISTRIBUTED  ADJUSTMENTS. 

At  least  once  a  year  an  inventory  of  materials  and  supplies  shall  be 
taken  and  the  difference  in  respect  of  any  particular  class  of  materials 
and  supplies  between  the  ledger  and  inventory  balances  should  be 
debited  or  credited  to  this  account  in  case  it  cannot  be  assigned  to  a 
specific  account. 

This  account  shall  also  be  charged  or  credited  with  miscellaneous 
minor  operating  items  of  such  a  nature  that  an  exact  distribution  among 
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the  accounts  to  which  they  are  applicable  cannot  be  determined.     This 
covers  such  transactions  as  receipts  from  sale  of  junk. 

NOTE. — Where  materials  and  supplies  have  been  used  in  construction  as  well 
as  in  operation  a  suitable  proportion  of  the  shortages  or  overages  disclosed  by 
the  inventory  may  be  debited  or  credited  to  account  No.  356  "  Miscellaneous 
Construction  Expenditures." 

D  C  B  A  782          RETIREMENT  EXPENSE. 

This  account  shall  include  such  amounts  as  the  accounting  com- 
pany may  determine  to  be  necessary  (or  as  may  be  required  by  law 
or  by  the  order  of  a  regulatory  commission  to  charge)  to  provide  a 
reserve  against  which  may  be  charged  the  original  cost  of  all  property 
retired  from  service  plus  the  cost  of  dismantling  less  salvage.  The 
amounts  charged  to  this  account  and  credited  to  the  "  Retirement  Re- 
serve "  shall  be  in  addition  to  the  necessary  costs  of  keeping  the  plant 
and  equipment  in  a  high  state  of  efficiency  through  charges  to  the 
regular  maintenance  accounts. 

NOTE. — It  is  the  intent  of  the  classification  that  a  reserve  shall  be  provided 
sufficient  to  cover  all  retirement  losses  that  may  reasonably  be  expected.  If  the 
accounting  company  does  not  do  this  and  later  finds  that  retirement  losses  are 
incurred  in  excess  of  the  amount  that  has  been  provided,  the  charging  of  such 
losses  to  operating  expenses  either  directly  or  through  the  suspense  account 
"  Property  Abandoned  "  does  not  bind  the  regulatory  commission  to  the  accept- 
ance of  such  charges  as  part  of  the  necessary  current  cost  of  maintenance. 

D  C  B        783          INJURIES  AND  DAMAGES'. 

A  783.1  CLAIM  DEPARTMENT  EXPENSES. 

This  account  shall  include  salaries  and  expenses  of  claim  agents, 
investigators,  adjusters,  and  others  engaged  in  the  investigation  of 
accidents  and  adjustment  claims. 

A  783.2          MEDICAL  EXPENSES. 

This  account  shall  include  salaries,  fees,  and  expenses  of  surgeons 
and  doctors,  nursing,  hospital  attendants,  medical  and  surgical  supplies ; 
fees  and  expenses  of  coroners  and  undertakers ;  and  contributions  to 
hospitals. 

A  783.3          INJURIES  TO  EMPLOYEES. 

This  account  shall  include  amounts  paid  in  settlement  of  claims  of 
employees  for  injuries  arising  in  their  employment ;  also  wages  paid  to 
disabled  employees  while  off  duty. 

A  783.4          OTHER  PERSONAL  INJURIES  AND 
PROPERTY  DAMAGE. 

This  account  shall  include  amounts  paid  in  settlement  of  claims  of 
persons  other  than  employees  for  personal  injuries  sustained  in  connec- 
tion with  the  operation  of  the  plant  and  amounts  paid  in  settlement  of 
claims  for  damage  to  property  not  owned  by  the  accounting  company. 
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A  783.5          MISCELLANEOUS    ACCIDENT    EX- 
PENSES. 

This  account  shall  include  all  expenses  in  connection  with  accidents 
and  damages  not  provided  for  in  the  foregoing  accounts. 

NOTE. — If  it  so  desires,  the  accounting  company  may  charge  each  month  to 
"Injuries  and  Damages"  (or  to  the  appropriate  sub-accounts)  and  credit  to 
account  No.  252,  "  Casualty  and  Insurance  Reserve,"  a  proportion  of  the  total 
amount  estimated  to  be  necessary  to  expend  during  the  year  for  injury  and  damage 
claims,  and  the  actual  disbursements  above  designated  shall  then  be  charged 
against  said  reserve  account.  The  charges  to  this  account  shall  be  adjusted  at  the 
close  of  the  fiscal  year  to  actual  expenses  unless  a  balance  remains  representing 
liability  for  unsettled  claims. 

D  C  B  A  784  REGULATORY  COMMISSION  EXPENSES. 
This  account  shall  include  the  expenses  incurred  by  the  accounting 
company  in  its  transactions  with  governmental  regulative  commissions. 
This  covers  fees  and  retainers  and  expenses  of  counsel,  solicitors, 
attorneys,  clerks,  attendants,  witnesses,  and  others  whose  services  are 
secured  especially  for  the  defense  or  prosecution  of  those  petitions 
presented  to  a  regulatory  commission  that  affect  the  accounting  com- 
pany; the  pay,  traveling,  and  other  expenses  of  those  specially  em- 
ployed or  assigned  to  ascertain  the  value  of  property  owned  or  used  by 
the  accounting  company ;  the  cost  of  stationery  and  printing  and  engi- 
neering supplies  consumed ;  and  other  necessary  expenses  of  a  similar 
character. 

This  account  does  not  include  expenses  for  improvement  of  service, 
for  additional  inspection,  etc.,  which  are  made  necessary  by  the  rules, 
regulations,  or  orders  of  a  regulatory  commission.  Such  expenses 
should  be  charged  to  the  appropriate  specific  operating  expense  account. 
NOTE. — Expenses  incident  to  the  sale  or  issue  of  securities  should  not  be  charged 
to  this  account  but  to  the  appropriate  discount  account.  (See  "Balance  Sheet 
Accounts — General  Instructions  and  Definitions,"  Section  12,  page  6). 

D  C  B       785          RELIEF  AND  WELFARE  WORK. 

A  785 . 1          EMPLOYEES'  WELFARE  DEPARTMENT. 
This  account  shall  include  all  salaries  and  expenses  incurred  in  con- 
ducting accident   prevention,   relief,   and   welfare   departments;   also 
contributions  made  to  such  departments. 

A  785.2          PENSIONS. 

This  account  shall  include  all  pensions  paid  to  retired  employees  and 
all  expenses  in  connection  therewith. 

D  C  B  A  786          FRANCHISE  REQUIREMENTS. 

This  account  shall  include  the  value  at  the  normal  selling  pricej  of 
all  current  and  materials  and  supplies  furnished  municipal  corpora- 
tions in  compliance  with  franchise  requirements  and  for  which  no  pay- 
ment is  received  by  the  accounting  company;  also  all  direct  expenses 
incurred  in  compliance  with  such  requirements  for  which  no  reim- 
bursement is  received  by  the  accounting  company. 

Amounts  charged  to  this  account  for  which  there  is  no  direct  money 
outlay  shall  be  credited  to  account  No.  790,  "  Duplicate  Miscellaneous 
Charges — Cr." 
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D  C  B  A  787          AMORTIZATION  OF  FRANCHISES. 

This  account  shall  include  for  each  accounting  period  the  amount 
charged  to  distribute  the  cost  of  limited  franchises  equitably  over  the 
life  of  the  franchise.  Amounts  charged  to  this  account  shall  be  con- 
currently credited  to  fixed  capital  account  No.  302,  "  Franchises." 

D  C  B  A  788  ELECTRIC  EXPENSES  TRANSFERRED— 

CR. 

This  account  shall  include  such  part  of  the  operating  costs  (other 
than  production  expenses,  for  which  see  Production  Account  NCK  715, 
"  Production  Expenses  Transferred — Cr.")  borne  in  the  first  instance 
by  the  accounting  company's  electric  department  as  are  properly 
chargeable  to  another  co-ordinate  department,  such  as  an  electric  rail- 
way or  gas  department. 

This  is  not  intended  to  prohibit  the  apportioning  of  primary  accounts 
between  departments,  and  so  far  as  practicable  departmental  costs 
should  be  determined  in  that  way.  There  may,  however,  be  cases 
where  it  is  desirable  to  assign  to  other  operations  a  flat  percentage  of 
total  electric  operating  expenses  or  of  some  group  of  electric  operating 
expenses  or  some  similar  arbitrary  amount,  and  when  this  is  so  the 
credit  should  be  made  to  this  account. 

D  C  B  A  789          JOINT  OPERATING  EXPENSES— CR. 

When  any  plant  or  equipment  is  maintained  or  operated  by  the 
accounting  company  for  the  joint  benefit  of  itself  and  others  under  an 
arrangement  for  apportioning  the  operating  expenses,  the  portion  of 
such  expenses  chargeable  to  others  under  the  arrangement  may  be 
credited  to  this  account  if  it  is  based  on  a  percentage  of  the  total 
operating  expenses  or  a  percentage  of  the  total  of  some  group  of 
primary  operating  expense  accounts  or  determined  in  some  similar 
fashion.  So  far  as  practicable,  joint  operating  costs  should  be  appor- 
tioned by  primary  accounts  and  that  part  of  such  cost  borne  in  the 
first  instance  by  the  accounting  company,  but  chargeable  to  the  other 
party  or  parties  to  the  joint  agreement,  should  be  credited  direct  to 
the  primary  accounts  involved. 

D  C  B  A  790  DUPLICATE  MISCELLANEOUS  CHARGES 

— CR. 

This  account  shall  include  the  concurrent  credits  for  all  charges 
which  may  be  made  to  any  operating  expense  account,  except  as  pro- 
vided for  in  account  No.  714,  "  Duplicate  Production  Charges — Cr.," 
in  respect  of  the  consumption  of  electric  energy  produced  or  purchased 
primarily  for  resale  by  the  accounting  company  ;  also  all  similar  charges 
in  respect  of  any  services  rendered  for  which  there  is  no  direct  money 
outlay.  This  covers  such  items  as  current  supplied  to  a  municipality 
without  charge  in  accordance  with  franchise  requirements ;  current 
furnished  to  employees  in  lieu  of  wages ;  housing  of  employees  as  part 
compensation  for  their  services,  etc. 

This  account  is  optional  to  the  extent  that  charges  of  the  sort  de- 
scribed, not  involving  any  direct  money  outlay,  are  not  required  to  be 
made.  If  the  accounting  company  desires  to  make  such  charges,  how- 
ever, the  concurrent  credit  must  be  to  this  account. 
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(Numerals  refer  to  primary  accounts  except  where  preceded  by  letter  p 
indicating  a  page  reference.    Letter  n  refers  to  notes.) 


Abandoned  property:  amortization  charges, 
132;  credits  to  retirement  reserve,  251nC; 
debits  to  profit  and  loss,  251nB;  deprecia- 
tion reserve,  251nD;  retirement  charges, 
p.  28;  salvage  recovered  in  connection 
with  abandonment,  p.  28. 

Abutting    property,    damages,    311. 

Accidents,  miscellaneous   expenses,   783.5. 

Accountants.     See    Auditors,    Bookkeepers. 

Accounting:  account  numbers,  p.  1;  adjust- 
ment accounts,  p.  4;  balance  sheet  ac- 
counts, defined,  p.  4;  income  accounts  de- 
fined, p.  49;  delayed  items  p.  64;  double 
entry,  p.  1;  fixed  capital  accounts,  p.  26; 
income  account,  p.  47;  operating  expense 
accounts,  p.  69-74;  operating  revenue  ac- 
counts, p.  63,  64;  period,  p.  1;  profit  and 
loss  accounts,  p.  59,  60,  61;  records,  p.  1; 
suspense  accounts,  defined,  p.  4;  unaudited 
bills  and  vouchers,  p.  76;  undistributed 
adjustments,  781.29. 

Accounts  payable:  advances  from  affiliated 
companies,  241 ;  audited  balances  unpaid, 
222;  unclaimed  wages,  222;  written  off  un- 
paid, 503. 

Accounts  Receivable:  affiliated  companies, 
121nA;  balance  sheet  accounts,  113;  job- 
bing accounts,  132;  record  of,  113nA;  un- 
collectible bills,  403nA. 

Accretions  to  reserve  funds:  appropriation 
balances,  254;  income  appropriations,  441; 
to  retirement  reserve,  502. 

Accrued  interest  and  dividends:  balances  re- 
ceivable, 114;  payment  reasonably  assured, 
114n. 

Acquisition  of  property:  report  of  contract 
to  regulatory  commission,  358nB;  indebt- 
edness incurred  for,  355;  interest,  premium, 
discount  and  debt  expense  included  in 
cost,  355;  records,  p.  27;  tangible  capital 
and  overhead  charges,  p.  26. 

Addressographs,  in  office  equipment,  342a. 

Adjusters,  claims,  pay  and  expenses  of, 
353,  783.1. 

Adjustment  accounts:  book  values  of  reac- 
quired  securities,  503,  504;  defined,  p.  4; 
entries  in  advance  of  bills  and  vouchers, 
p.  76;  injuries  and  damages,  353,  783.1; 
profit  and  loss  503,  504;  undistributed, 
781.29. 

Advances:  for  construction  of  extension, 
255n;  from  affiliated  companies,  241;  of 
rents  and  insurance,  116b,  116c;  interest 
on,  432;  to  affiliated  companies,  121. 

Advertising:  new  business,  771.12;  notices  of 
stockholders  meetings,  781.28;  manager 
and  clerks,  771.12;  supplies  and  incidental 
expenses,  771.23. 

Affiliated  companies:  accounts  subject  to  cur- 
rent settlement,  121nA;  defined,  121,  241; 
borrowed  securities  excluded  from  invest- 
ment, 121nB;  interest  on  advances  to, 
432;  investments  in,  121;  non-negotiable 
notes  due  to,  241;  sub-divisions  of  ac- 
counts, 121. 

Agents:  commissions,  762;  p.  64nB;  fiscal 
agents,  781.28;  purchasing  agents,  fees, 
3rl,  781.11;  transfer  agents,  781.28. 

Air:  compressors,  342g;  hose  for  surge  tanks, 
708.31,  702.32;  pipes,  313;  pumps,  314, 
708.32;  washing  apparatus,  316,  322,  326; 
ventilating  fans,  329. 

Amortization:  abandoned  property,  132; 
chargeable  to  income,  435;  debt,  discount 
and  expense,  p.  6,  433;  limited  franchises, 
787;  limited  term  land  rights,  414;  premium 
on  debt, , p.  6,  253,  434. 


Anti-fluctuators,  for  gas  engines,  325. 

Apportionment:  balance  sheet  accounts,  134; 
departmental  costs,  788;  joint  operating 
costs,  789;  for  steam  generated,  704. 

Appropriations:  for  dividends,  501;  for  re- 
serve fund,  502;  for  income,  254,  p.  58; 
reserve  balances,  254;  from  surplus,  p. 
61. 

Arbitrators'  fees,  352. 

Architects'    fees,    312. 

Articles  of  incorporation,  certificates  of 
amendment,  301. 

Artificial  limbs,  353. 

Ash   conveyors,   313. 

Ash  handling  systems,  703.22. 

Ash   pit  drains,   703.23. 

Ash    pocket    syphons,    703.23. 

Assessments:  for  street  improvements,  etc.; 
exclusion  from  tax  accounts,  311. 

Assets:  balance  sheet  accounts,  p.  4;  con- 
tingent, p.  7;  current,  p.  4,  121nA,  111-114; 
included  in  plant  and  equipment  purchased, 
358,  358nA;  specific  funds,  p.  4. 

Assistants  to  officers:  commercial  depart- 
ment, 761.1;  distribution  superintendent, 
741.1;  engineers,  709.3;  general  manager, 
781.11;  power  offices,  706,  709.1;  trans- 
mission superintendent,  731.1. 

Association  dues,  781.28. 

Attorneys,  fees  and  expenses:  not  regular 
employees,  781.24;  organization,  301;  ser- 
vices during  construction,  352;  with  regu- 
latory commissions,  784. 

Audited  accounts  unpaid:  payable,  222;  re- 
ceivable, 113. 

Auditors,  pay  and  expenses  of:  general  audi- 
tor, 781.11;  in  general  offices,  781.12. 

Automobiles:  gasoline  and  garage  supplies, 
781.27;  included  in  general  equipment, 
342d;  repair  shop  for,  342d. 

Badges,   attached   to   meters,    337. 

Balance  sheet  accounts:  adjustments  and  can- 
cellations, 503,  504;  assets,  p.  2;  credit  ac- 
counts, 201-270;  debit  accounts,  101-150; 
defined,  p.  4:  general  instructions,  p.  4; 
liabilities,  p.  3;  not  set  up  when  summar- 
ized, p.  4;  table  of,  p.  2. 

Bank  deposits:  cash  deposits,  111;  interest 
on  balances,  615. 

Bars,   grate   and   stoker,   703.21. 

Barges,  maintenance  of,  702.25. 

Batteries  (storage) :  automatic  cell  fillers, 
722.2;  charging  outfits,  342d;  riaintenance 
of,  722.31,  722.32;  storage  buildings, 
722.33;  storage,  installation  and  equipment, 
329;  rent  from,  612. 

Belts:  excluded  from  electric  generators, 
316nA;  miscellaneous  steam  power  plant 
equipment,  317,  703.4;  shop  equipment 
342b. 

Belt  lines,  boiler  apparatus,  703.22. 

Betterments,  of  leased  property,   p.   29. 

Bill   clerks,   761.1. 

Bill    posting,    771.23. 

Bills:  discount  on,  356;  entries  in  advance  oi 
audits,  p.  76;  security  for  payment,  223. 

Blacksmiths'  tools  and  repairs,  711.4. 

Board  of  Directors.  See  Chairman,  Direc- 
tors. 

Boilers:  apparatus  for  power  plants;  313, 
703.22,  703.23;  boiler  water  and  boiler  com- 
pound, 702.2;  maintenance,  703.22;  for 
shops,  342b;  producers  and  accessories, 
324;  in  gas  power  plants.  711.21;  steam 
pipes  for  heating,  excluded,  313;  cleaners, 
701.2. 

Booklets,   advertising  expense,    771.23. 
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Bonds:  drawn  for  redemption,  226;  included 
in  long  term  debt,  211;  interest  assign- 
able to  investment,  355;  interest  during 
construction,  355;  investment  in  affiliated 
companies,  121;  mortgage,  collateral  trust, 
income,  equipment,  debenture  and  plain 
bond  liability,  211;  selling  expense  ex- 
cluded, 301. 

Bonds   (fidelity),  recoveries  under,  p.   76. 

Bondholders:  income  taxes  assumed  by  re- 
counting company,  436;  payment  of  inter- 
est to,  232. 

Bookkeepers:  in  commercial  department, 
761.21;  in  general  offices,  781.12. 

Books:  commercial,  761.2;  law  books,  781.24. 

Boosters:  in  storage  battery  operation,  722.31, 
722.32;  in  steam  generating  plant,  703.32. 

Booths,    telephone,    342e. 

Braces,  for  poles,  331,  741.62,  731.52. 

Brackets:  for  poles,  331;  for  power  plant 
apparatus,  731.52,  741.62. 

Brick  work,  for  furnaces  and  boilers,  703.21. 

Briefs,  printing,  352;  included  in  operating 
expenses,  781.24. 

Bridges:  maintenance,  708.27;  not  adjacent 
to  hydro-electric  plant,  319;  on  generating 
station  land,  312b,  319n;  special  assess- 
ments on  new  bridges,  311. 

Brokers,  fees  and  commissions,  p.  6. 

Brushes   (Dynamo),  702.32,  707.32,  710.23. 

Brushmen,  701.4,  721.12. 

Buckets,  in   power  plant,  703.22. 

Buildings:  cleaning,  at  power  plants,  701.5, 
706.4,  709.5;  current  repairs  on  leased 
buildings,  p.  29;  general  office,  312,  781.23; 
included  in  land  acquisition,  311;  immov- 
able fixtures  included,  312;  in  operation 
of  hydro-electric  plant,  318;  permanent, 
312;  rent  in  office  buildings,  413nB,  781; 
repairs  to,  at  power  plants,  703.1,  708.1, 
711.1;  retirement  expense,  p.  76;  revenue 
from  rent,  613;  for  storage  batteries, 
722.23;  sub-stations,  721.31. 

Bulletins,    for    advertising,    771.23. 

Burglary   insurance,  781.25. 

Cables:  "cable  towers,  703.22;  conduits,  330; 
in  protective  equipment,  703.33;  in  tians- 
mission  system,  332,  731.51;  telephone  and 
telegraph,  342e;  underground.  333. 

Canals:  at  power  plant,  312,  708.22;  rights 
of  way  for,  311. 

Cancellations,  balance  sheet  accounts,  503, 
504. 

Canvassing,   771.24. 

Capital  stock:  assessments  on  stockholders, 
p-.  5 ;  discount  and  premium,  in  balance 
sheet  accounts,  p.  5 ;  discount  on  asset 
balances,  141;  dividends  on  company  secur- 
ities owned,  442n,  501n;  dividends  on 
various  classes  shown  separately,  201,  442, 
501;  costs  and  discounts  connected  with 
issue  of,  excluded,  301;  investment  in  affili- 
ated companies,  121;  other,  122;  pledged 
and  unpledged  certificates,  201;  premiums 
at  reacquirement,  503;  premiums,  202; 
stock  certificates,  301;  reacquirement  profit 
and  loss  adjustments,  142,  202,  503,  504; 
soliciting  subscriptions,  301;  taxes,  437. 

Carriage  fares,  for  injured  persons,  353. 

Cars:  ash  conveyors,  703.22;  at  power  plants, 
703.4,  708.4,  711.4. 

Cartage,   of    fuel,    702.1,    710.1. 

Cash  (balance  sheet  accounts) :  cash  fees  to 
promoters,  301;  contributions  for  exten- 
sions, 255;  credits  for  accrued  interest, 
232;  for  paid  taxes,  231;  defined,  111;  in- 
come on  reserve  funds.  425;  included  in 
contract  of  purchase, .  358;  in  reserve  and 
other  funds,  123,  125;  refunded  deposits, 
223. 

Cashiers,  at  general  office,  781.12. 

Casualty  insurance,  premiums  cind  other 
charges,  781.25. 


Casualty  liability  reserve,  252. 

Cell  switches,  storage  battery  equipment,  329: 

Certificates:  of  authorization,  301;  of  amend- 
ment, 301;  of  necessity,  301,  cost  of  print- 
ing, p.  6;  mortgage  certificates,  231;  stock, 
301;  trust,  21  Ib. 

Chairman  of  board,  salary  and  expenses, 
781.11. 

Chain,   for  power  plant  apparatus,   7C3.22. 

Chambers  of  Commerce,  grants  from,  for 
extensions,  255. 

Checks,   for  wages,   222. 

Chemicals,  for  purification  and  filtration, 
702.2,  710.21. 

Chimneys,   brick   or   concrete,   312. 

Chronograph  systems,   342a. 

Chutes,  703.22. 

Circuit  breakers,    703.33,   708.35,   711.33. 

Circulating  pumps,  703.24. 

Claims:  claim  employees  pay,  783.3;  injuries, 
353,  783.1,  783.3;  liability  for  unsettled 
claims,  783. 5n;  property  damages,  783.4; 
reserve  account  for,  783. 5n. 

Claim  adjusters:  on  construction,  353;  in- 
juries and  damages,  783.1. 

Cleaners:  boiler  cleaners,  701.2;  at  reser- 
voirs, 706.2. 

Cleaning:  buildings  and  yards  at  power 
plants,  701.5,  706.4,  709.5;  consumers' 
meters,  741.82;  subway  ducts,  manholes 
and  .sewers  in  transmission,  731.31;  sub- 
ways, manholes  and  ducts  in  distribution, 
741.31. 

Clearing  accounts:  for  plant  and  equipment 
purchased,  358;  operating  garages,  stables, 
etc.,  134;  operating  reserves,  257. 

Clerks,  pay:  advertising,  771.12;  in  agencies, 
771.11;  in  contract  bureau,  761.22;  in  com- 
mercial department,  761.1,  761.21;  fees  and 
retainers  of,  included  in  regulatory  com- 
mission expenses,  784;  general  office,  356, 
781.12;  law,  352,  781.24. 

Classification  of  corporations  by  revenue,  p. 
70. 

Coal,  power  plant  fuel,  702.1,   710.1. 

Coal  conveying  machinery,  313;  repairs, 
703.22,  711.21. 

Coal  handling  systems  at  power  plants, 
703.22. 

Collateral  trust  bond,  211. 

Collections,  written  off  accounts:  credits  for, 
503;  collected  after  written  off,  503;  rev- 
enue, p.  50;  scrap  material,  781.26. 

Collectors'  commissions:  chargeable  to  non- 
operating  revenue  deductions,  427a;  C"m- 
mercial,  761.31. 

Commercial  agents,  pay  and  expenses,  762. 

Commercial  department  expenses:  agents' 
commissions,  762;  general  labor  in  commer- 
cial departments,  761.1-761.32;  rent  for 
commercial  department,  413nK;  supplies, 
761.4. 

Commercial  lamps:  investment,  339;  mainte- 
nance, 751.4. 

Commercial  paper:  exclusion  of  costs,  356nB; 
expense  included  in  balance  sheet  accounts, 
p.  6. 

Commissions.    See  Regulatory  Commission. 

Commissions:  for  purchasing  land,  311:  for 
marketing  securities,  p.  6;  material  and 
supplies,  p.  75 ;  rent  collectors,  427. 

Common    stock.   201    (a). 

Compensation  insurance,  353. 

Complaints,  attention  to,   751.22. 

Compressors,   342g. 

Comptroller,  salary   and   expenses,   781.11. 

Condensers:  at  power  plants,  703.24;  in  rteam 
engine  equipment,  314. 

Conductors:  overhead,  332;  high  voltage 
transmission  lines,  332n;  service  costs,  334; 
underground,  333. 

Conduits:  apportioned,  731. 4n,  741. 5n;  clean- 
ing, 731.31,  741.31;  repairs  (distribution), 
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741.5;  repairs  (transmission),  731.4;  trans- 
mission and  distribution,  330. 
Construction:  advances  for  extensions,  255n; 
accounting,  p.  26;  costs  of,  defined  and 
classified,  p.  26,  p.  27;  equipment,  242g; 
improvements,  312;  injuries  and  Damages 
during,  353;  interest  during,  355;  law  ex- 
penses, 352;  miscellaneous  expense,  115, 
356;  premium,  discount  and  expense,  355; 
replacements  excluded,  359n;  :eservoirs, 
dams  and  waterways,  318;  roads,  319;  sal- 
aries, general  officers  and  clerks,  356;  ser- 
vices for  preliminary  work,  351 ;  taxes, 
354;  unfinished,  359;  work  in  progress, 
135;  work  preliminary  to,  312. 
Consumers'  accounts:  classified,  113nB;  de- 
posits, 223;  uncollectible,  223. 
Contingent  assets  and  liabilities,  defined,  p.  7. 
Contracts:  actual  liability  under  contracts, 
436;  contract  of  purchase,  p.  26;  cost  of 
plant  and  equipment  purchased,  358;  dis- 
solution of  contract,  chargeable  to  miscel- 
laneous, non-operating  expense,  427d;  for 
acquisition  of  land,  311;  for  limited  term 
land  rights,  414;  negotiating  contracts, 
chargeable  to  rent  „ revenues,  427 a;  profits 
from  operations  of  others,  426,  427a;  sur- 
pjus  allofed  to  reserve  funds,  502;  un- 
divided contracts,  p.  27. 

Contributions  for  extensions:  for  conven- 
tions, 781.28;  from  individuals — companies, 
255;  received  as  public  grants,  255;  ser- 
vices, 334nb;  to  welfare  department,  785.1. 

Conventions,   contributions   for,   781.28. 

Concrete  mixers,   342g. 

Controlled   companies,    121. 

Conversion:  stock  liability  for,  201c;  equip- 
ment, including  sub-stations,  328;  mainte- 
nance, 721.32;  expenses,  720,  721,  722.33. 

Converters:  at  power  plants,  703.34;  rctary, 
328. 

Conveyances:  fees  chargeable  to  rent,  427a; 
to  land  purchased,  311. 

Copper,   storage   battery  equipment,   329. 

Cordwood,  proceeds  from  sale  of,  311. 

Coroners,  fees  and  expenses,   783.2. 

Corporations:  classification  of,  303n;  filing 
certificate  of  amendment,  301;  preparing 
and  filing  papers,  301n.  (See  also  Capital 
Stock,  Stockholders.) 

Cost,  issue  of  stocks  and  funded  debt,  301 ; 
of  plant  and  equipment,  358;  reorganiza- 
tion, 301n.  (See  also  Court  Costs.) 

Counsel:  chargeable  to  construction,  352;  in 
general  matters,  781.24;  organization  fees, 
301 ;  regulatory  commission  expenses,  784. 

Countershafts:  excluded  from  electric  genera- 
tors, 316nA,  322nA,  326nA;  miscellaneous 
power  plant  equipment,  317,  323,  327. 

Coupons   (interest)    deposits  to  pay,   126a. 

Court  costs  and  expense:  assignable  to  con- 
struction, 352,  353;  general  law  matters, 
781.24;  injuries  and  damages,  353. 

Cranes  (locomotive)  for  general  power  plant 
purposes,  317,  703.4,  708.4,  711.4. 

Crossarms:  electric  line,  331;  telephone  and 
telegraph,  in  transmission  system,  731.54. 

Current  balances:  assets,  111-117;  liabilities, 
221-227;  with  other  companies,  121nA. 

Consumers'  deposits:  refunded  credited  to 
cash,  223;  security  for  payment  of  bills, 
223. 

Curbing,  special  assessments  on,  311. 

Current  limiting  devices  on  meters,  337. 

Cutting   tools,   repairs,    703.4,   708.4,   711.4. 

Damages:  to  property  of  others,  783.4,  abut- 
,ting  property.  311;  on  construction,  353; 
charges  to  operating  expense,  252,  783.4. 

Damper  regulators,  703.21. 

Dams:  hydro-electric  diversion,  312D,  318; 
repairs,  708.21 ;  retirement  expense,  p.  76. 

Debenture  liability,  stock,  201  (c) ;  bonA, 
211  (e). 


Debt:  long  term  debt,  211;  matured,  t.npaid 
interest  on,  224;  receiver's  certificates,  212; 
to  affiliated  companies,  121.  (See  Long 
Term  debt;  short  term  notes  and  securities; 
bonds.) 

Debt  expense:  amortization  through  income, 
433;  assignable  to  investment,  355;  de- 
fined, i).  6;  unextinguished  balance,  131. 

Deeds,  fees  and  taxes  for  issuing  and  record- 
ing, p.  6. 

Deflecting  hoods,   708.31. 

Deficits:  balance  sheet  accounts,  p.  4;  not 
covered  by  reserves,  504;  profit  and  loss, 
p.  60. 

Delayed  items:  defined,  p.  50,  p.  60;  income, 
p.  51,  p.  60;  operating  expense,  p.  76; 
operating  revenue,  p.  64. 

Delivery:  basis  for  charges,  781.27nB;  mate- 
rials and  supplies,  115,  p.  75;  power, 
771.22. 

Demand  paper:  included  in  notes  nay  able, 
221;  notes  payable  to  affiliated  companies, 
241;  notes  receivable,  112. 

Demolished  property:  Credits:  amortization, 
132;  to  balance  sheet  account,  251;  to  fixed 
capital,  p.  28;  to  operating  expense,  p.  76. 

Departmental  capital,  sub-accounts  for,  p.  29. 

Departments:    assignable     to     new     business, 

.  770n,  771.11,  771.25;  commercial  depart- 
ment, 761.1,  761.4;  contributions  to,  785.1; 
co-ordinate  departments  production  ex- 
pense of,  715;  departmental  officers,  413nB; 
merchandising  and  jobbing,  614nD;  operat- 
ing costs  of,  788;  welfare  department, 
785.1. 

Depositaries,  interest  from  during  construc- 
tion, 355. 

Deposited  securities:  excluded  from  invest- 
ment accounts,  121nB;  income  from,  424, 
425. 

Depositions,  cost:  assignable  to  investment, 
352;  to  operating  expense,  781.24. 

Deposits :  bank  cash  balances,  111;  coupons, 
126a;  dividends,  126b;  in  lieu  of  mort- 
gaged property  sold,  123;  interest  and  divi- 
dends receivable,  114;  interest  revenues, 
423;  security  for  payment  of  bills,  223; 
special,  126;  with  sinking  fund  trustees, 
123;  periodic  payments,  436. 

Depreciation:     Cr.:     balances    transferred    to 
retirement  reserve,  251d;  to  retirement  re- 
serve, 251;   suspense  account,   132;  Dr.:  to 
operating    expense,   p.    76;    suggestions    for 
computing  charges,   p.  76,  p.   77. 
Derricks,  for  materials  and  supplies,  342c. 
Desks,  office   equipment,   342a. 
Destroyed    property:    Cr. :    to    retirement    re- 
serve,  251;   retirement  expense,  782;    Dr.: 
to  fixed  capital  accounts,  p.  28;  to  suspense 
account,    132;    liability   for   destroyed  prop- 
erty of  others,  252. 

Diaphragms,  renewals  of,  for  storage  bat- 
teries, 722.31. 

Diggers,   from   plant  fireroom,    703.22. 
Directors,   fees   and   expenses,    781.28. 
Discount   (capital  stock) :   adjustments  on  re- 
acquired    securities,    p.    5,    142;    asset    bal- 
ances,    141;    at    assumption    of    securities, 
358nA;  defined,  p.  5,  355na;   exclusion  of, 
301,  356nB. 

Discount  (long  term  debt) :  adjustments  on 
reacquired  securities,  p.  7;  amortization, 
p.  6;  amortization  through  income,  433; 
assumption  of  securities,  358nA;  debit  bal- 
ances, 131;  defined,  p.  6,  355n;  extin- 
guishment through  profit  and  loss,  504; 
to  investment,  355,  355n. 
Discounts  (miscellaneous) :  for  prompt  pay- 
ment, p.  64;  on  bills  for  materials  and  sup- 
plies, 356. 

Dispatchers:  in  power  system  operation, 
701.4.  709.4. 
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Distribution  system:  between  stations,  328nA; 
installation,  330-334,  338;  meters,  invest- 
ment in,  337;  miscellaneous  expenses, 
741.43;  operation  and  maintenance,  741.9; 
poles  and  fixtures,  331,  334nA;  repairs, 
334nC,  741.62,  741.81;  rent  receivable, 
415,  611:  structures,  312f;  transformers, 
328;  used  by  consumer  within  own  plant, 
328nB. 

Ditches,  for  waterways,  dams  and  reservoirs, 
318. 

Dividends  (payable)  appropriation  of  surplus 
for,  501;  appropriation  of  income  for,  442; 
declared,  but  not  due,  114;  due,  but  un- 
paid, 225:  expense  for  collection,  427c; 
not  payable  in  cash,  442;  on  company  se- 
curities owned,  442n,  SOln;  special  deposits 
for  126b. 

Dividends  (receivable) ;  accrued  under  con- 
tracts, 114;  credits  to  income,  424;  de- 
clared, but  not  due,  114;  excluded  unless 
reasonably  assured,  114nA;  expense  of  col- 
lection, enforcing  payment  and  investiga- 
tion, 427 'c;  guaranteed,  accruals  of,  424; 
held  in  sinking  funds,  425;  on  company  se- 
curities owned,  424nA;  of  mutual  insur- 
ance companies,  p.  76. 

Docks:  improvements  to,  312;  investment  in, 
311. 

Doctors.  See  Physicians  and  Surgical  ex- 
pense. 

Donations,  for  promoting  social  welfare,  504. 

Doors:  in  steam  engine  equipment,  703.24; 
repairs,  703.1,  708.1,  711.1. 

Drafting  (mortgages  and  trust  deeds),  p.  6. 

Drafting  room,   equipment,   342a. 

Draftsmen,  on  preliminary  and  construction 
work,  351. 

Draft  tubes:  at  power  plant,  321;  repairs, 
708.32. 

Drafts,  included  with  notes  receivable,   112. 

Drainage:  ash-pit  drains,  703.23;  at  power 
plants,  313;  oil  drains,  703.23. 

Drays,  342d. 

Drives,   at   sub-station   buildings,   721.31. 

Dry  boards,  for  storage  battery,  722.31. 

Ducts:  investment  in,  334;  repairs,  741.5. 

Dues,   association,   781.28. 

Duplicate  charges:  for  current  supplied,  p. 
64,  65;  miscellaneous,  790;  to  production 
accounts,  714. 

Duplicating  machines.  781.22nC. 

Dynamos:  703.31,  708.33,  711.31;  brushes, 
702.32,  707.22,  710.23. 

Dynamotors,  in  telephone  and  telegraph 
equipment,  342e. 

Economizers:  at  power  plants,  313,  703.22; 
gas  producers  and  accessories,  324. 

Electric  apparatus:  at  power  stations,  328; 
electric  motors,  314nA,  316nA,  320nA; 
generators,  building  service,  312;  generat- 
ing apparatus:  at  power  plants,  316,  322, 
326;  in  shop  equipment,  342b;  rent  for, 
612;  repairs,  703.3-703.34,  708.33-708.36, 
711.3-711.34;  turbo-generator  units,  315, 
321 ;  wiring  and  fixtures  for  lighting,  sig- 
nalling, etc.,  312. 

Electric   energy   purchased,   etc.,   790. 

Electric  line,  251;  high  voltage  lines  for  trans- 
mission and  distribution  system,  331nA, 
332n,  333n;  investment,  335;  installation, 
336;  itemized  records  for,  p.  72;  mainte- 
nance of,  741.81;  poles  and  fixtures,  331, 
731.52;  removing  and  resetting,  741.45: 
rent  receivable,  611;  retirement  of,  251: 
telephone,  telegraph  and  wireless  lines, 
342e;  transformers  and  devices,  335. 

Electric  railroads,  revenue  from  electric 
energy  sold  to,  603. 

Electric  corporations,  revenue  from  electric 
energy  sold  to,  604. 

Elevators:  at  power  buildings,  703.1,  708.1, 
711.1;  investment,  312;  operators'  salaries, 
701.5,  706.4,  709.5. 


Employees:  adjustment  of  claims,  353;  car- 
fare for,  in  commercial  department, 
761.4;  claims  for  injuries,  783.3;  construc- 
tion, 356;  current  to,  in  lieu  of  wages, 
790;  departmental  employees,  781.21;  dis- 
abled employees  off  duty,  783.3;  exclusion 
of  expenses,  781. 12n;  general  office  em- 
ployees, 781.11,  781.12;  housing,  as  com- 
pensation, 790;  pensions  to,  785.2. 

Engineers,   701.3,  709.3,  709.4. 

Engineering:  advice  on  electric  installation, 
•  771.24,  701.3,  709.3;  cost  assignable  to  in- 
vestment, 351;  cost  defined,  p.  27;  distribu- 
tion system,  741.1;  expense,  assignable  to 
power  system  operation,  701.1,  706.1,  709.1; 
fireroom  engineer,  701.2;  incidental  services 
of  regular  employees  excluded,  351nA;  in- 
spection consumers'  premises,  751.21;  pre- 
liminary and  construction  work,  312;  stor- 
age batteries,  722.11;  supplies,  784;  trans- 
mission system,  731.1. 

Engine  tools,  repairs,  703.4,  711.4. 

Engines:  blower  engines,  for  gas  producers, 
324,  711.21;  internal  combustion,  325; 
steam,  314,  703.24. 

Equalization:  losses  incident  to  retirement, 
251;  operating  reserve  balances,  25 7n;  re- 
tirement reserve,  251,  p.  76. 

Equipment:  boiler  plant,  313;  equalization  in- 
cident to  retirements,  251;  expenses:  con- 
version, 328;  storage  battery,  329;  street 
lighting,  340;  for  handling  navigation,  318; 
foundations  and  installation  of  electric 
plant,  316,  322,  326;  general  accounting  for, 
358;  general:  office,  342a;  shop,  342b; 
stores,  342c:  transportation,  342d;  tele- 
phone, telegraph  and  wireless,  342e;  labora- 
tory, 342f;  miscellaneous,  342g;  injuries 
and  damages  in  connection  with;  353 ; 
joint  operating  expenses  in  connection  with, 
789;  miscellaneous  power  plant,  317;  323, 
327;  maintenance  of:  gas,  711.2-711-4,  hy- 
dro-electric, 708.3-708.4;  at  steam  power 
plants,  703.2-703.4;  at  sub-stations,  721.32; 
storage  battery,  722.31,  722.32;  street  light- 
ing, 751.5;  stable  and  garage,  781.27nB; 
office  equipment  rental,  781.21 ;  records  of, 
purchased,  358nB;  receipts  from  sale  of 
superseded,  614nB;  sub-accounts  for, 
342nB;  salvage  recoveries,  p.  29;  unfin- 
ished construction,  359.  See  also  Office 
Furniture  and  Equipment. 

Estimates:  cost  of  preparing,  771.24;  injuries 
and  damage  claims,  783. 5n;  liability  inci- 
dent to  loss  or  damage  to  property  of  oth- 
ers, 252;  original  cost  of  retired  property, 
251-251nB,  p.  27;  taxes,  231,  437;  unaudit- 
ed bills  and  vouchers,  p.  76. 

Exciters,  in  power  plant  equipment,  316, 
322,  326;  in  power  plant  operation,  703.32, 
708.34,  711.32. 

Excavations,  for  buildings  312. 

Exhauster  outfits,  at  gas  power  plants,  324, 
711.21. 

Exhaust  pipes:  in  power  plants,  equipment, 
313,  324;  repairs,  711.21. 

Exhaust   systems4   power   plants   703.23. 

Expenses:  amortization  of  debt  discount  and 
expense,  433;  commercial,  760;  distribu- 
tion, 740;  dividend,  427c;  generating  sta- 
tion, 702.33,  707.23,  710.24;  general  and 
miscellaneous,  780-790;  interest,  427b;  mis- 
cellaneous non-operating,  427a;  new  busi- 
ness, 770;  of  issue  of  evidences  of  debt, 
p.  6;  operating,  during  period  covered  by 
income  accounts,  402;  production,  700; 
rent,  427a;  storage  batteries,  722;  sub-st^- 
tions,  721.2;  transferred  from  production 
to  co-ordinate  departments,  715;  transferred 
from  electric  department  to  co-ordinate 
departments,  788;  transmission,  730.  See 
*also  Office  Expenses. 

Expense  accounts,  balances,  131. 
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Experimental  work,  for  benefit  of  industry 
or  improvement  of  service,  781.28. 

Federal  taxes,  437. 

Feed,  for  horses,  781.27. 

Feed  pumps:  in  boiler  plant  equipment,  313; 
in  power  system  operation,  701.2;  repairs, 
703.22. 

Feed  water  heaters:  in  power  plants,  313; 
maintenance,  703.22. 

Feeders:  distribution  system:  repairs,  741.61, 
741.63;  in  transmission  system:  repairs, 
731.51;  underground  conductors,  333; 
overhead  conductors,  332. 

Fees:  acquisition  of  property:  notaries,  con- 
veyancers and  agents,  311;  brokers  and  un- 
derwriters, p.  6;  directors,  781.28;  legal 
services  of  trustees,  p.  6;  medical,  783.2; 
mortgages  and  trust  deeds,  p.  6;  notaries 
and  witnesses  during  construction,  352; 
promoters  and  counsel  at  organization,  301; 
surgeons  and  witness  in  damage  cases,  353; 
to  governments  for  incorporation,  501. 

Fences:   at  sub-station,  328;   investment,  312. 

Fidelity  Insurance:  premiums  and  other  ex- 
pense, 781.25;  recoveries,  p.  76. 

Filing  cabinets,  office  equipment,  342a. 

Filters:  filter  pumps  to  engine  valve,  703.23; 
power  plant  equipment,  313,  703.22. 

Fines,  for  violations  of  law,  504. 

Fire  insurance,  premiums  and  other  expense, 
781.25;  underwriters  certificates,  751.21. 

Fire  protection  system,  at  power  plants,  703.1, 
708.1,  711.1. 

Firemen,  in  power  system  operation,  701.2. 

Fish-ladders,  hydro-electric  power  plant 
equipment,  318. 

Fixed  capital:  asset  balances,  101;  balances 
for  work  in  progress,  135;  classification, 
101;  cost  of  plant  and  equipment  pur- 
chased, 358nB;  contributions  for  exten- 
sions, 255;  defined,  p.  26;  depreciation  re- 
serve balances,  251;  income  from  lease  of, 
415;  loss  at  retirement,  p.  76;  not  classified 
by  prescribed  accounts,  357;  rent  from  lease 
of,  613. 

Fixed  capital  accounts:  application  of  classi- 
fication, p.  27;  Credits:  retirements,  p.  28, 
lands,  311,  structures,  312,  tools  at  close  of 
construction,  p.  29;  commercial  lamps,  339; 
distribution  of  costs  of  plant  and  equip- 
ment purchased,  358,  359;  equipment  in- 
vestment, 342;  electric  appliances,  341; 
fixed  capital,  not  classified  by  prescribed 
accounts,  357;  general  and  miscellaneous 
investment,  301-303,  343-356;  general  in- 
structions and  definitions,  p.  26;  inclusion: 
special  assessments  and  taxes,  311,  taxes 
during  construction,  354,  interest  during 
construction,  355;  land  and  structures,  in- 
vestment, 311,  312;  line  transformers:  de- 
vices, 335,  335nB;  installation,  336;  meters: 
investment,  337;  installation,  338;  overhead 
conductors  and  devices,  332;  overhead 
costs,  p.  26;  poles,  towers  and  fixtures, 
331;  power  investment,  plant  and  equip- 
ment, 313-327;  replacements,  359,  359n; 
services,  334;  street  lighting  equipment, 
340;  storage  battery  equipment,  conversion 
equipment,  328;  underground  conduits  and 
conductors,  330,  333. 

Flues,  at  power  plants,  313,  324;  repairs, 
711.21. 

Flumes,  investment,  318;  maintenance,  708.22. 
Forebays,      at      hydro-electric      plants,      318, 

708.22. 
Foreman,   in   power   system   operation,   701.1, 

706.1,   709.1. 

Forms,   legal,  printing,   781.24. 
Forges,  in  general  equipment,  342g. 
Foundations:    for  out-door  sub-stations,    328; 
for     permanent     machinery     in     buildings, 
312;    hydro-electric,    320-322;    gas,   324-326; 
steam   power   plant  equipment,   313-316. 


Framework,  supporting,  for  sub-stations,  328. 

Franchises:    accounting,    302;    acquisition    by 

mesne    assignment,    302;    amortization    of, 

787;  excess  expenses  of,  303;  requirements 

of,  786,  790. 

Freight:  fuel  for  power  plant  operation,  702.1, 
710.1;   transportation  charges  for  materials 
and  supplies,  p.  75. 
Fuel:    fuel    labor,    709.2;    generating    power: 

gas,   710.1,  steam,  702.1. 

Funds:  consumers'  deposits,  223;  defined,  p. 
4;  deposits,  for  debt  payments,  126;  in- 
surance, pension  and  other  funds,  p.  12, 
125;  replacements,  124;  sinking  fund  bal- 
ances, 123;  sinking  fund  reserves,  254; 
special,  125. 

Furnaces:  at  power  plants,  313;  heating  and 

operating   equipment   in    buildings,    312nA; 

in  general  equipment,  342b;  repairs,  703.21. 

Furniture:   at  general  offices,  781.21,   781.22, 

781.22nC;    at   sub-statipns,   328,   342;    office 

equipment,  342a;   repairs:  at  power  plants, 

703.1,  708.1,  711.1. 

Garages:    buildings,    311;    equipment,     342d; 

supplies,   781.27. 
Garage  men,   781.27. 
Gardening,  landscape,  312. 
Gas:    for   fuel,   702.1,   710.1;   for   power   pur- 
chased or  jointly  produced,    712. 
Gas  appliances:  gas  engines,  325;   gas  pipes, 
312;    in    shops,    342b;    miscellaneous   equip- 
ment, 327;  producers  and  accessories,  324; 
repairs  at  power  plants,  711.21;  repairs  of 
gas  engines,  711.22. 
Gas  bags,  engine  apparatus,  325. 
Gas  conductor,  repairs,  711.12. 
Gas    power    plants:    equipment,    325,    326na, 
327;  maintenance,  711,  715;  operation,  709- 
710.24;     producers    and    accessories,     324; 
structures,  312c. 

Gas  producers,  expense,  324;  repairs,  711.21. 
Gaskets:    manhole     and     handhole,     used    at 

power   plants,    702.32,    710.23. 
Gasoline:     for    garages,     781.27;    tanks     and 

pumps,  342d. 

Gates:   at  hydro-electric  power  plants  appara- 
tus,   318;    in    boiler   apparatus,    703.21;    re- 
pairs, appurtenant  to  dams,  708.21. 
Gate   houses,  repairs   at  hydro-electric   power 

plants,  708.23. 
Gauge    glasses,     in     power     plants,     702.32, 

707.22,  710.23. 
Gauge    washers,    in     power     plants,     702.32, 

707.22,   710.23. 

General  and  miscellaneous  expense:  discount 
for  prompt  payment  of  bills,  115;  operating 
expense  account,  780-781.28;  rent  in  office 
buildings,  413nB;  salvage  receipts,  614nB. 
General  balance  sheet  accounts:  general  in- 
structions, p.  4;  table  of  contents,  p.  2,  p.  3. 
General  instructions:  fixed  capita!  account, 
p.  26;  General  Balance  sheet  accounts,  p. 
4;  Income  accounts,  p.  49;  operating  ex- 
pense accounts,  p.  75 ;  operating  revenue 
accounts,  p.  64;  profit  and  loss  accounts, 
p.  60. 

General  offices:  equipment,  342a;  in  power 
plant  structures,  312;  land  for,  311;  main- 
tenance of  buildings,  781.23;  officers  and 
clerks  in,  pay  assignable  to  construction 
expenditures,  356;  rent  and  repairs,  356; 
salaries  and  expenses,  781.11,  781.12;  sup- 
plies and  expenses,  781.23. 
Generators:  at  power  plants,  315,  321;  build- 
ing services,  312;  maintenance,  703.31, 

708.33,  711.31;    motor   generators:    in   con- 
version    equipment,    328;    repairs,    703.32, 

708.34.  711.32. 

Gongs,    in   telephone,    telegraph   and   wireless 

equipment,  34  2e. 
Government,    franchise    payments     to,      302; 

grants  from,   255;   incorporation    fees,   301. 
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Governors:  engine,  320,  325;  maintenance, 
708.31,  711.22. 

Grading,   grounds   of  buildings,    312. 

Grates,  in  furnaces,  315;  grate  bars,  703.21. 

Grease    (lubricating),    702.31,   707.21,    710.22. 

Ground   resistances,  703.33,  708.35,  711.33. 

Grounds:  general  office  buildings,  781.23; 
improvement  and  grading,  312;  shop 
grounds,  703.1,  708.1,  711.1;  sub-station 
grounds,  721.31. 

Ground  wires,  for  overhead  conductors,  332. 

Guaranteed  securities,  142nA. 

Guys:  for  poles,  towers,  etc.,  331;  in  distri- 
bution system,  741.62;  in  transmission  sys- 
tem, 731.52. 

Handhole  gaskets,  702.32,   710.23. 

Hand  tools:  at  power  plants,  702.32,  707.22, 
710.23;  included  in  general  equipment, 
342nA. 

Hangers,  317,  323,  327. 

Harness:  investment,  342d;  repairs,  781.27; 
repair  shop  equipment,  342d. 

Headgates,  320;  repairs,  708.23. 

Heads  and  doors,  steam  engine  equipment, 
703.24. 

Heating  system  and  apparatus:  in  buildings, 
312;  feed  water  heaters,  313;  at  power  sta- 
tions, 703.1,  708.1,  711.1,  703.22;  super- 
heaters, 703.21. 

Heat  sold,  for  railroad  stations,  603. 

Heat  expense,  in  rented  offices,  413nB. 

Holders,   in  gas  power  plants,   324,   711.21. 

Horses:  equipment  for  shoeing,  342d;  feed, 
shoeing,  and  other  stable  expenses,  781.27; 
replacements,  781.27nA. 

Hoists:  assignable  to  investment,  312;  for 
handling  materials  and  supplies,  342c;  shop 
equipment,  342b. 

Hospitals:  assignable  to  operations,  783.2;  at- 
tendants, 783.2;  injury  cases,  353. 

Hostlers,  781.27. 

Hydro-electric  plants:  construction,  318; 
equipment,  318-323;  maintenance,  708.1- 
708.4;  operation,  706.1-707.23. 

Hydrometers,   storage  battery  supplies,   722.2. 

Interest  receivable:  balances  on  loans,  mort- 
gages, deposits,  114;  excluded  unless  rea- 
sonably assured,  114n,  423;  on  daily  bank 
balances,  615;  on  open  accounts,  412;  on 
owned  funded  securities  of  others,  114, 
422nB,  425;  on  owned,  unfunded  securities, 
114,  422. 

Ignition  apparatus,  on  gas  engines:  included 
in  engine  equipment,  325;  repairs,  711.22. 

Implements.     See  Instruments,    Tools. 

Improvements:  accounting  for,  311;  improve- 
ment of  service,  781.28;  incjuded  in  perma- 
nent structures,  312;  inclusion  of  discount 
and  premium,  355;  on  leased  property,  p. 
29;  retirements  and  reconstruction,  135n, 
359;  special  taxes,  311. 

Incandescent  lamps:  installation,  751.32;  re- 
newals, 751.33;  repairs,  751.52;  street 
lighting  equipment,  340. 

Incapacitated  employees,  wages  while  off 
duty,  783.3. 

Income:  appropriations  from  to  sinking  fund, 
441;  credits  for  rent,  415,  421;  debits  for 
rent,  411-413,  427;  deductions  from  gross 
corporate  income,  436;  defined  and  classi- 
fied, p.  50;  delayed  items,  p.  60;  dividends, 
appropriations,  442;  from  special  funds, 
425;  miscellaneous  amortization  chargeable 
to,  435;  miscellaneous  appropriations  of 
net  income,  443;  taxes  on  net  income, 
404nC,  437;  from  sale  of  junk,  781.29. 

Income  accounts:  abandoned  projects,  351nB; 
accrued  taxes,  231;  credit  accounts,  415- 
426,  601-615;  debit  accounts,  427-433; 
debits  for  rent,  427a;  defined,  p.  49;  de- 
layed items,  p.  50;  form  of  statement,  p. 


47;  general  instructions,  p.  47;   not  set  up 
when   summaries,   p.   49. 
Income  bond,   liability,  211. 
Income  tax:   accrued  taxes  credited  to   liabil- 
ity account,   231;  on  company  net   income, 
437. 
Incorporation:      extension      costs      excluded, 

301n;  fees,  301. 
Industrial  track  and  cars,  included  in  general 

equipment,   342g. 
Injectors:   equipment,  313,  324;  maintenance, 

703.22. 

Injuries:  claim  department  expenses,  783.1; 
credits  for  insurance  recoveries,  252;  dur- 
ing construction,  353;  other  personal  in- 
juries, 783.4;  reserve,  for  claims,  783. 5n; 
to  employees,  783.3. 
Inquests.  See  Coroners. 

Inspection:  arc  lamps,  751.11;  consumers' 
premises,  751.21;  distribution  line,  741.31; 
meters,  741.42;  municipal  street  arc  lamps, 
751.31;  storage  batteries,  722.12;  trans- 
formers, 741.45;  transmission  lines,  731.31. 
Inspirators,  excluded  from  gas  producers  and 

accessories,  324. 

Instructions.     See    General    Instructions. 
Installment  payments,  on  stock  subscriptions, 

201b. 

Instruments,  telephone  and  telegraph,  342e. 
Insulators:  distribution  system,  741.61, 
741.63;  included  in  services,  334;  over- 
head conductors,  332;  telephone  and  tele- 
graph lines,  342e,  731.54;  transmission 
system,  731.51,  731.53;  underground  con- 
ductors, 333. 

Insurance:  accrual  defined,  116n;  compen- 
sation, 353;  credits  at  property  retirement, 
p.  28;  credits  for  recoveries,  p.  28,  p.  76; 
debits  to  construction  accounts,  781. 25n; 
on  lives  of  employees,  356;  prepaid,  116C; 
reserve  liability,  252;  self  insurance,  252, 
781.25. 

Interest  payable:  accrued:  on  judgments,  232; 
on  long  term  debt,  431;  accounting  for 
on  long  term  debt,  211;  as  related  to  dis- 
count and  premium,  355nA;  during  con- 
struction, 355;  matured  interest  unpaid, 
224,  232;  on  non-negotiable  debt  to  affili- 
ated companies,  241;  on  open  accounts  with 
affiliated  companies,  121 ;  on  receivers'  cer- 
tificates, 432;  special  deposits  for  payment 
of  coupons,  126a. 
Investigators,  783.1. 

Investment:    appropriations     for,     254;     asset 
balances:   funds  and  deposits,  123,  125;  de- 
fined, p.   4;   for  extension  of   service,  255; 
for  new  construction,  359,  359n;  incidental 
expenses,    351nA;    in    affiliated    companies, 
121;  interest  on,  427b;  land,  311;  loss  from 
sale    of,    504;    miscellaneous,    122;    miscel- 
laneous    intangible    property,     313n;     plant 
and    equipment,    358;    profit    from    sale    of 
miscellaneous  investments,  503;  records  of, 
in    acquisition    of   plant,    358nB ;    securities, 
358;  structures,  312. 
Jacks,    materials    and   supplies,    342nA. 
Jackets,    steam    accessories,    703.23. 
Jambs   for    furnaces   and   boilers,   703.21. 
Janitors:    in    commercial    department,    761.1; 
in  general  offices,  781.12;  in  power  plants, 
701.5,  706.4,  709.5;  supplies,  702.23,  707.23, 
710.24. 

Jewels:   in  consumers'  meters,   741.82. 
Jobbing:    charges    for   labor,   614;    credits   for 
work    by    agent   under    contract.    614;    rev- 
enues from  electric  jobbing.  614. 
Joints,  steam  accessories,  703.23. 
Joint   control,   companies    under,   included   in 

affiliated  companies,    121,  241. 
Joint  operating  expenses,  credits  for,  789. 
Jointly    used     facilities:    rent    payable,    412; 
rent  receivable,  613. 
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Judgments,  injury  and  damage  cases,  353. 
Labor:  commercial  general  labor,  761.1;  dis- 
tribution lines  operation,  741.31-741.34; 
electric  line  construction,  331,  336;  meter 
readers,  761.32;  power  system  operation; 
steam,  701-701.5,  gas,  709-709.5,  hydro- 
electric, 706-706.4;  pumping  stations,  702.2, 
710.21;  stablemen,  781.27;  storage  battery, 
722  12;  substations,  721.12;  transmission 
lines  operation,  731.31-731.34;  utilization 
labor,  751.22. 

Lamps:  commercial:  located  or  rentea  to 
consumers,  339,  maintenance,  751.4,  trim- 
ming and  inspecting  arc  lamps,  751.1;  in- 
candescent lamps:  installation,  751.12,  re- 
newals, 751.13,  751.32;  municipal  street 
lamps:  equipment,  340,  trimming  and  in- 
specting arc  lamps,  751.3,  maintenance, 
751.51;  renewal  of  municipal  incandescent 
lamps,  751.33,  maintenance,  751.52. 
Lamp  black,  storage  battery  equipment, 

722.31. 

Lamp  posts  and  fixtures,  street  lighting  equip- 
ment,   340. 

Land:  amortization  of  limited  term  rights, 
414;  for  electric  operations,  accounting, 
311;  for  improvements  to,  312;  for  right 
of  way,  accounting,  311;  for  wharves  and 
docks,  311;  rent  from  land  included  with 
water  rights,  613;  rent  from  real  estate 
not  used  in  operation,  421. 
Landscape  gardening,  Dr.  to  investment  in 

structures,  312. 

Law,  penalties  for  violation  of,  504. 
Law  expense:   acquisition   of  land,   311;   con- 
struction,   352;    injury    and    damage    costs, 
353;    law   books,   781.24;   offices  and    force 
chargeable    to    operating    expenses,    781.24; 
organization,  301;  printing  briefs  and  legal 
papers   and   forms,    781.22nA.  781.24.    352; 
regulatory    commission.    784;    rent    income, 
427a;     services    of    trustees,    re    mortgage 
securities,  p.  6;  suits  incident  to  construc- 
tion. 352.      (See  also,  Litigation.) 
Leased     property     (of     company) ;     improve- 
ments  charged    to    lessor,    p.    29;    rent    re- 
ceivable,   415;   taxes,   404nA. 
Leased    property    (of    others):    rent    payable, 

411;  rights  of  way,  311;  taxes,  404nA. 
Legal  forms,  printing,  781.24,  352. 
Liabilities:   accrued,   233;  assumption  in  pur- 
chasing    property,     358,     388nA;     balance 
sheet,    p.    3,    5,    llnA;    casualty    and    in- 
surance,   252;    contingent,    p.    7;    current, 
121nA,    227,    241;    debit   balances,    prepaid 
taxes,    116a;   interest  accrued,   232;   unpaid 
taxes,   231n.  . 

Life  insurance,  on  employees,  ibb. 
Light  sold:  account  subdivided,  60 In,  60^n; 
flat  rate  sales,  602;  metered  sales,  601; 
to  municipal  corporation,  605,  606;  to  rail- 
road corporations,  603:  to  other  corpora- 
tions, 604. 

Lighting  apparatus:  in  buildings.  312;  in 
streets,  340;  posts  and  fixtures,  331nB, 
340;  rent  from,  612. 

Lighting  expense:  appliances  leased  to  con 
sumers,  341;  commercial  lamps  to  con- 
sumers, 339;  contracts  with  municipalities, 
340-  contracts  with  public  bodies  other 
than  municipalities,  340;  credits  for  cur- 
rent sold  to  electric  railroads,  603. 
Lighting  system:  at  power  plants  702  33, 
707.23,  710.24;  maintenance,  703.1,  708.1, 
711.1;  yards,  312. 

Lightning  arresters:  overhead  conductors, 
332;  pole  line,  335;  repairs,  703.33.  708.35. 

Linings  for  walls,  repairs,  708.23. 
Litigation,  overdue  taxes  due  to,  23 In. 
Loans,   payable,  short  term.   432.      (See    long 

term  debt;  short  term  notes  and  securities; 

bonds.)  .-, 

Loans,   receivable,  interest  accrued,  114.  423. 


Cockers,   703.1,  708.1,    711.1. 

Locomotives:     power    plant    equipment,     317- 

repairs,    703.4,    708.4,    711.4. 
Locomotive    cranes:    power    plant   equipment 

317;  repairs,  703.4,  708.4,  711.4. 
Long  term  debt:  amortization  of  discount,  p. 
6;  amortization  of  debt  discount  and  ex- 
pense, 433;  amortization  of  premium,  434; 
asset  premium  and  discount  balances  on 
reacquired  securities,  p.  7;  balance  sheet 
account,  211;  classes  of  issues,  211;  .costs 
and  discounts  excluded,  301;  discount  ex- 
pense and  premium,  p.  6;  drawn  for  re- 
demption, 226;  expense  assignable  to  in- 
vestment, 335;  interest  accrued,  422;  issued 
and  outstanding  debt  denned,  211nB;  ma- 
tured debt  liability,  211nA,  226;  notes 
payable,  221n;  receipt  liability,  211;  un- 
amortized  premiums,  253;  unpaid  interest, 
224,  232;  unextinguished  discounts  on  se- 
curities reacquired  before  maturity,  504; 
unreleased  premiums  on  securities  re- 
acquired  before  maturity,  503. 
Losses:  not  covered  by  reserves,  504;  on 
abandoned  property,  132;  on  invested  se- 
curities, 504;  on  operations  of  others,  436; 
retirement  reserve  to  cover,  251,  782. 
Lubricating  system,  314,  321;  lubricants  for 

machinery,  702.31,   707.21,  710.22. 
Lumber,   sold  from  land  acquired,  311. 
Lunch   room  equipment,   in  offices,   342a. 
Machinery:    permanent   foundations   in   build- 
ings, 312;  salvage  at  close   of  construction, 
p.  29;  in  shops,  342b. 

Machines:  addressing  and   adding,   342a;  cal- 
culators, duplicating  machines,  etc.,  in  gen- 
eral offices,  781.22nC;  pipe  machines,  342g; 
statistical  machines,   781.21. 
Machine  tools  in  power  plant.  317;  in  shops, 

342b. 

Machinists:  in  power  plants,  701.3,   709.3. 
Machinists'  tools,  repairs,  703.4,  708.4,  711.4. 
Mains,   cold  and   hot,  in   steam  power  plant, 

703.23. 

Maintenance  costs:  apportionment  in  joint 
operations,  789;  of  commercial  lamps, 
751.4;  current  maintenance  defined,  p.  75; 
of  distribution  system,  741.5-741.9;  of  gen- 
eral structures,  781.23;  of  leased  prop- 
erty, p.  29;  of  property  used  in  operations, 
415n;  of  power  plant  and  equipment:  of 
power  plant  gas,  711.1-711.4;  of  hydro- 
electric power  plant,  708.1-708.4;  of  power 
plant  steam,  703-703.4;  of  rooms  rented  in 
office  buildings,  413nB;  781.21;  of  rented 
property,  427a;  of  storage  battery  buildings 
and  equipment,  722.3-722.33;  of  street 
lighting  equipment,  751.51,  751.52;  of 
sub-stations,  721.3,  721.32;  of  transmis- 
sion lines,  731.4-731.54. 

Management:  assignable  to  new  business, 
771.11;  general  expenses,  781.28;  general 
officers,- 78 1.11. 

Managers:   advertising  manager,   771.12;  gen- 
eral   manager   and    assistant    general    man- 
ager, 781.11. 
Maps,   for    underground  and   overhead   lines, 

741.21. 

Manholes:  for  underground  conduits,  330: 
gaskets,  702.32,  710.23;  inspection  and 
cleaning,  731.31,  741.31;  repairs,  731.4, 
741.5. 

Materials  and  supplies:  asset  balances,  115; 
discount  on  bills  for,  356;  for  power 
plant  equipment,  342na;  inventories,  115, 
781.29:  expenses  in  reserve  for  non-receipt 
of,  257n;  passed  through  store  depart- 
ment, 781. 26n;  salvage  and  insurance  re- 
coveries, p.  27;  salvage  on  construction 
work,  p.  29;  storage,  342c;  store  expense, 
781.26,  781. 26n;  transportation,  insurance 
and  inspection  charges,  115;  transportation 
of,  llSna,  p.  75. 
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Matured  obligations:  deposits  to  meet  interest, 
126a;  unpaid  interest,  224;  unpaid  long 
term  debt,  226. 

Mechanical  stokers,  313. 

Medical  services,  expenses,  supplies,  353, 
783.2. 

Messengers,  for  general  offices,  781.12. 

Meters:  consumers' meters,  337;  discontinued 
service,  338;  corporations'  meters  excluded, 
337nA;  expenses  of  operation,  741.41;  in- 
stallation, 338;  in  stock,  337nC;  protection 
devices,  334;  repairs,  741.82;  removing 
and  resetting,  741.44;  rent  from,  612;  test- 
ing, 741.42;  water  meters  apparatus, 
703.22. 

Meter  readers:  761.32;  collecting  from  pre- 
payment meters,  761.31;  lamps  for,  761.4. 

Miscellaneous  Balances:  accounts  payable, 
222;  accrued  liabilities,  233;  current  lia- 
bilities, 227;  investments,  122;  obligations, 
221;  reserves,  257;  unadjusted  credits,  261. 

Miscellaneous  Construction:  expenditures, 
356;  materials  and  supplies,  ^15. 

Miscellaneous  current  assets,  117. 

Miscellaneous  current  liabilities,  227. 

Miscellaneous   equipment,    342g. 

Miscellaneous  intangible  capital,   303. 

Miscellaneous  power  plant  equipment:  gas, 
327;  hydro,  323;  steam,  317. 

Miscellaneous  income:  appropriations  of.  net 
income.  443;  debits,  435,  436;  interest 
accrued,  423;  interest  deductions,  432; 
non-operating  expense,  427d;  rent  income, 
421;  rents  payable,  413;  revenue  from 
operations  of  others,  426. 

Miscellaneous  profit  and  loss  items:  credit 
items,  503;  debit  items,  504. 

Miscellaneous  expense  items:  accident  ex- 
penses, 783.5;  distribution  expenses,  741.23; 
equipment  expenses,  703.4,  708.4;  711.4; 
general  and  miscellaneous  expenses,  780- 
781.27;  labor  in  power  operation,  701.5, 
706.4,  709.5;  meter  department,  741.43; 
miscellaneous  general  expenses,  j 
new  business  supplies  and  expenses,  771.25; 
power  plant  supplies,  702.3,  707.2,  710.2. 

Miscellaneous  revenue  items:  municipal 
sales,  606;  operating  revenues,  615. 

Miscellaneous    tangible    capital,    343. 

Miscellaneous  suspense:  abandoned  projects, 
136;  cost  of  contemplated  projects,  136. 

Money,  deposited:  annual,  or  other  periodic 
payments  of,  436;  for  payment  of  interest 
coupons,  126a;  payment  of  dividends,  126b; 
special  purposes,  126c. 

Monuments,  included  in  permanent  struc- 
tures, 312. 

Mortgage  bonds,  liability  on,    211. 

Mortgages:  fees  and  taxes  for  drafting,  issu- 
ing and  recording,  p.  6;  real  estate  liability, 
226n;  certificates,  211;  held  by  trustees, 
123;  interest  receivable,  114. 

Motor  cycles,  transportation  equipment,  342d. 

Motor  generators:  exciter  sets,  316,  322,  326; 
for  battery  charging,  329;  included  in 
conversion  equipment,  328;  repairs,  703.32, 
708.34,  711.32,  721.32. 

Motors:  miscellaneous  construction  equip- 
ment, 342g;  in  power  plants,  703.32,  708.34, 
711.32. 

Municipal  corporations:  donations,  255;  elec- 
tric appliances  leased  to,  341;  equipment 
maintenance  under  lighting  contracts,  340; 
miscellaneous  sales  to,  606;  revenues  from 
lighting  streets,  605. 

Mufflers,   engine   equipment,   325. 

Nails,    702.32,   707.22,   710.23. 

Negotiable  notes  due  to  affiliated  companies, 
241. 

Negotiating  contracts:  for  profit  from  opera- 
tions of  others,  427d;  debits  against  rent 
income,  427a. 


Net  income:  defined,  p.  50;  taxes  on,  437; 
miscellaneous  appropriations  of,  443. 

New  business:  advertising  supplies  and  ex 
penses,  771.23;  canvassing  and  soliciting 
771.24;  demonstrations,  771.21;  miscellane- 
ous supplies,  771.25;  salaries,  771.1,  771.12; 
wiring  and  appliances,  771.22. 

New  service,  contributions  for  establishing, 
255. 

Newspaper  advertising,  new  business  ex- 
pense, 770. 

Non-affliated  corporations,  investments  in  se- 
curities of,  122. 

Non-completion  of  maintenance  work,  reserve 
balances  for,  257n. 

Non-negotiable  debt  to  affiliated  companies, 
121,  241. 

Non-operating  revenue:  collecting,  427;  de- 
fined, p.  49;  from  non-operating  properties, 
421-426. 

Non-operating  taxes,   427e. 

Notaries:  fees  connected  with  land  acquisi- 
tion, 311;  law  expenses  during  construc- 
tion, 352;  special  fees,  781.24. 

Notes  payable:  collateral  trust  and  long  term, 
21  Ib,  21  le:  demand  and  short  term,  221, 
432;  interest  during  construction,  355; 
long  term,  221  n;  negotiable  notes  due, 
affiliated  companies,  221;  time  and  de- 
mand, 241. 

Notes  receivable:  demand  and  time,  112;  of 
affiliated  companies,  121;  interest  accrued, 
423. 

Nursing,    in    injury   cases,   353,   783.2. 

Nozzles:    hydro-electric    equipment,    708.31. 

Office  buildings:  investment,  312;  mainte- 
nance, 781.23;  rent  for,  413nB;  rent  from, 
613. 

Office  employees:  chargeable  to  construction, 
356;  departmental  employees  in  general 
offices,  781.21;  general  office  salaries, 
781.11,  781.12. 

Office  expenses:  assignable  to  investment, 
342a;  departmental  accounts,  413nB;  dur- 
ing construction,  356;  general  offices, 
781.21,  781.22,  incidental  maintenance, 
781.23;  law  offices,  781.24. 

Office  furniture  and  equipment:  cost  of  ap- 
pliances, 781.22nC;  general  supplies, 
781.21. 

Officers:  pay  and  expenses,  chargeable  to 
construction,  352,  356;  general  officers, 
781.11,  781.12;  law  force,  781.24;  to  or- 
ganization, 301;  power  superintendence, 
701.1;  706.1,  709.1;  superintendence  dur- 
ing construction,  312,  351. 

Oil:  cost  of  filtering  and  handling,  707.21; 
fuel,  702.1;  lubrication  at  power  plants, 
702.31,  707.21,  710.22. 

Oil  cans:  for  waste  transformer  oil  and  hand 
oil  cans,  707.22. 

Oil  drains,  in  steam  power  plant  equipment, 
703.23. 

Oilers,  in  power  system  operation,  701.3, 
709.3. 

Operating  expenses:  abandoned  projects,  136, 
351nb;  amortization  of  franchises,  787;  ap- 
portionment accounts,  134;  credits  for  ma- 
terials and  supplies,  p.  75,  US,  781;  dupli- 
cate production  charges,  714,  duplicate 
miscellaneous  charges,  790,  p.  64;  conver- 
sion and  storage,  720-731.54;  commercial, 
760-762;  discounts  on  securities,  p.  7;  dis- 
tribution, 740-741.9;  de|ayed  items,  p.  76; 
defined,  p.  75;  electric  expenses  trans- 
ferred. 789;  franchise  requirements,  786; 
general  instructions,  p.  75;  general  and 
miscellaneous,  780-790;  insurance  liability, 
252;  joint  operating  expenses,  789;  mainte- 
nance: (steam),  703-703.4  (hydro-electric), 
708-708.4  (gas),  711-711.4;  new  business, 
770-771.25;  prepaid  insurance,  116c:  power 
plant  operation:  gas,  709-710.24,  hydro-elec- 
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trie,  706-707.23,  steam,  701-702.33;  rents 
accrued  for  property  used  in  operation,  411- 
413,  613;  renft  revenue,  415;  retirement  re- 
serve, p.  76,  782;  apportionment;  steam 
generated  from  other  sources,  705;  power 
gas  from  other  sources,  712,  electric  energy 
from  other  sources,  713;  telephone  and  tel- 
egraph lines,  342e;  transmission,  730-731.54; 
taxes  assignable  to  electric  operations,  404; 
total  expenses  covered  by  income  account, 
402;  unaudited  items,  p.  76;  utilization, 
750-751-52. 

Operating  expense  accounts:  classification  of 
corporations  by  revenue,  p.  77;  general  in- 
structions and  definitions,  p.  75;  table  of 
contents,  p.  69. 

Operating  mechanisms,  for  hydro-electric  pro- 
duction, 318. 

Optional  accounting:  duplicate  miscellaneous 
charges,  790;  full  paid  stock,  20 la. 

Operating  reserves:  for  equalizing  expenses, 
25  7n;  liability  balances,  252;  unaudited 
bills  and  vouchers,  p.  76. 

Operating  revenue  accounts:  contents,  p. 
63;  general  instructions  and  definitions, 
p.  65. 

Operating  revenues:  basis  of  credits,  p.  64; 
defined,  p.  49;  delayed  items,  p.  64;  in- 
come credits  for  total  revenues,  401;  mis- 
cellaneous revenues,  615;  power,  light  and 
heat  sold:  flat  rate  sales,  602,  metered  sales, 
601;  merchandise  and  jobbing  sales,  614, 
to  other  electrical  corporations,  604,  to 
railroad  corporations,  603;  rent  deduc- 
tions, 411-413;  rent  revenues,  415,  612, 
613;  taxes,  404;  taxes:  on  leased  property, 
404nA;  on  net  income,  404nC;  uncollect- 
ible charges,  p.  50,  403. 

Operation  investment:  land  devoted  to,  311; 
in  power  systems:  gas,  709-710.24,  hydro- 
electric, 706-707.23,  steam,  701-702.33; 
reservoirs,  dams  and  waterways,  318; 
roads,  trails  and  bridges,  319;  structures, 
312. 

Operators,    telephone,    731.34. 

Organization,  expenses  of,  301,  301n,  781.24. 

Original  cost,  estimates  of,  p.  27. 

Overcharges,  corrections  debited  to  operat- 
ing revenues,  p.  64. 

Overhead  construction:  conductors  and  feed- 
ers, 332;  line  transformers,  335;  overhead 
distribution  line,  repairs,  741.61;  poles  and 
structural  supports,  331,  731.32;  transmis- 
sion lines,  repairs,  731.51. 

Packing,   702.32,   707.22,    710.23. 

Painting:  consumers'  meters,  741.82;  poles: 
in  distribution  system,  741.62,  in  municipal 
street  lighting,  751.51,  in  transmission  sys- 
tem, 731.52;  power  plant  stations,  703. Ib, 
708.  Ib. 

Patrolmen:  distribution  system,  741.32, 
741.33;  transmission  system,  731.32,  731.33. 

Pay:  advertising  manager  and  clerks,  771.12; 
assistant  general  manager,  781.11;  auditors, 
781.12;  bookkeepers,  781.12;  cashiers  and 
clerks  in  general  offices,  781.12;  charged  to 
specific  work  on  which  engaged,  351nA; 
claim  agents,  353,  783.1;  commercial  gen- 
eral labor,  761.1-761.32;  director's  fees, 
781.28;  distribution  system,  741.1.  741.31- 
741.34:  disabled  employees.  783.3;  employees 
on  construction  work,  356:  employees  in 
injury  and  damage  cases,  353,  783.3;  engi- 
neers and  superintendents  on  construction 
work,  351;  garage  and  stablemen,  781.27: 
gas  power  plant,  709.2-709.5:  general 
officers,  781.11;  hydro-electric  nlant, 
706.2-706.4;  steam  power  plant,  701.2-701.5; 
law  force.  353,  781.24;  medical  force,  353, 
783.2;  meter  department.  741.41;  new 
business  salaries,  771.1-771.12;  power 
plant  superintendence,  701.1,  706.1.  709.1; 
registrars  of  stock,  tnnsfer  and  fiscal 
agents,  781.28;  storage  battery,  722.11- 


722.13;  sub-stations,  721.1-721.12;  trans- 
mission system,  731.1,  731.31-731.34,  law 
force,  assignable  to  regulatory  commis- 
sion expenses,  784;  promoters  and  counsel, 
at  organization,  301. 

Pay   checks,   outstanding,    222. 

Paymasters,  in  general  offices,  781.12. 

Payrolls,  audited  but  unpaid,  222. 

Paving,  assessments  and  taxes,  311. 

Penalties:  for  delayed  payments,  revenue 
accounts,  p.  64nA;  for  law  violations,  504. 

Pensions;  special  reserve  funds  for,  125;  to 
retired  employees,  785.2. 

Penstocks:  headgate  equipment  at  head  of, 
708.23;  investment,  318;  repairs,  708.24. 

Photometering  lamps,   751.13,    751.33. 

Physicians,    fees   and  expenses,    353. 

Piers,   power   buildings,   312. 

Pile  drivers,  342g. 

Pins,  insulator,  transmission  and  distribu- 
tion lines,  331. 

Pipe  fitter's  tools,  repairs,   703.4,  708.4.  711.4. 

Pipe  lines:  connection  with  water  wheels  and 
governors,  708.31;  in  steam  power  plants, 
313;  investment,  water  power  plant,  318; 
rights  of  way  for,  311;  supplying  boiler 
water,  313n,  703. 23n. 

Pipes:  air  pipes  and  general  service  pipes, 
in  boiler  plant  equipment,  313;  exhaust 
pipes,  313,  324;  gas  pipes,  312;  for  gas 
producers  and  accessories,  324;  steam  pipes, 
312;  power  plants,  313;  water  pipes,  312; 
repairs.  708.31;  underground  conduits,  330. 

Pipe  machines,  342g. 

Pits:  engine  crank,  703.23;  repairs,  703.1, 
708.1,  711.1;  in  sub-station  buildings, 
721.31. 

Pledged  securities:  borrowed,  excluded  from 
asset  accounts,  121nB;  company  securities 
owned,  201(2),  211(2);  dividends  dis- 
allowed on  company  securities  pHsdged, 
501  n;  included  in  funds  and  deposits, 
121nC;  interest  disallowed  on  company  se- 
curities pledged,  431;  investment,  (21; 
liability  for  company  securities  owned.  211. 

Plumbing,  in  power  buildings,  repairs,  703. Ib, 
708.1b,  711. Ib. 

Pneumatic  tube  systems,   342a. 

Poles:  apportionment,  730n,  740n;  in  distri- 
bution system,  331,  741.62,  334nA;  in 
street  lighting,  340,  751.51,  751.52;  in 
transmission  system,  731.52;  telephone  and 
telegraph,  342e. 

Pole  top  switches,  332. 

Portable  lamps,   342a. 

Portable  cranes,  342c. 

Porters,  at  general  offices,  781.12. 

Postage:  distribution  expense,  741.22;  gen- 
eral expenses,  781.22;  meter  department, 
741.43;  transmission  expenses,  731.2. 

Posters  advertising,  771.23;  printing, 
781.22nA. 

Potential      transformers,      in      power      plant, 

703.33. 
Power  conveying  apparatus,  703.24. 

Power  expense:  apportionment  account,  704; 
depreciation  charges,  p.  76,  782;  gas:  oper- 
ation, 709-710.24,  maintenance,  711-715; 
hydro-electric:  operation,  706-707.23,  main- 
tenance, 708-708.4;  power  exchanged, 
713nA;  power  purchased,  for  resale,  790; 
power  from  other  sources,  705;  steam: 
operation,  701-702-33,  maintenance,  703- 
703.4. 

Power  sold:  flat  rate  sales,  602;  consumers' 
metered  sales,  601;  municipal  sales,  606; 
to  other  electrical  corporations,  604;  to 
railroad  corporations,  603. 

Power  system:  buildings  and  grounds,  312, 
703.1,  708.1,  711.1;  distribution  system, 
741:  equipment,  313-317,  323-327;  gas. 
709-711.4;  general  equipment,  342;  land, 
311;  steam,  701-703.4;  hydro-electric, 
706-708.4;  sub-stations  and  storage  bat- 
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teries,  720;  transmission  system,  730;  water 
supply   for  hydro-electric   system,   318. 

Preferred    stock    liability,    201. 

Preliminary  work  for  construction,  3SlnB; 
superintendence  and  engineering,  351. 

Preliminary  surveys,  for  projects  under  con- 
templation, 136. 

Premiums  (capital  stock)  credits  at  assump- 
tion of  securities,  358nA;  definition  and 
accounting,  p.  5;  distributed  to  stockhold- 
ers, p.  5,  202;  liability  balances,  202: 
profit  and  loss  adjustments  on  reacquired 
securities,  p.  5,  503. 

Premiums  (long  term  debt)  credits:  at  as- 
sumption of  securities,  358nA,  to  invest- 
ment, 355;  definition  and  accounting,  p.  6; 
profit  and  loss  adjustments  on  reacquired 
securities,  p.  6,  503;  on  securities  issued 
for  purchase  of  plant  and  equipment,  358; 
unamortized  premium,  253. 

President,    salary    and    expenses,    781.11. 

Printing:  advertising  mattei,  781.22nB; 
bonds,  p.  6;  briefs,  352,  781.24;  law  work, 
assignable  to  construction,  352. 

Prepayments,  debit  balances,  116;  taxes,  231. 

Producers,   gas,   324;   repairs,    711.21. 

Production  expenses:  apportionment  account, 
for  steam  generated,  704;  credits:  dupli- 
case  production  charges,  714,  production 
expenses  transferred,  715;  electric  energy, 
713;  lubricants,  710.22;  operation:  gas 
generation,  709-710.24,  hydro-electric  gen- 
eration, 706-707.23,  steam  power  genera- 
tion, 701-702.33;  maintenance;  gas  power 
plant,  711-711.4,  hydro-electric  power  plant, 
708-708.4,  steam  power  plant,  703-705; 
production  supplies,  702.32,  707.22,  710.23; 
power  gas,  from  other  sources,  712;  reser- 
voirs, dams,  waterways,  318;  roads,  trails, 
bridges,  319;  station  expense,  702.33, 
707.23-710.24;  steam,  from  other  sources, 
705;  sub-accounts,  700n;  power  plant 
operation  and  maintenance,  700-715. 

Production  supplies,  for  power  plants,  702.32, 
707.22,  710.23. 

Profit  and  Loss  Accounts:  abandoned  pro- 
jects, 351nb;  adjustments:  for  delayed 
items,  p.  50,  60,  64,  76,  on  reacquired  se- 
curities, 142;  book  value  chargeable  to, 
303n;  credit  accounts,  503;  credit  balances, 
270;  debit  accounts,  504;  debit  balances, 
150;  debt  discount  balances,  p.  6;  discount 
and  premium  on  reacquired  securities,  p. 
5;  dividend  appropriations  of  surplus,  501; 
general  instructions  and  definitions,  p.  60; 
property  retirement,  251nB;  reserve  bal- 
ances credited  to,  254;  table  of  contents, 
p.  59. 

Profits:  apportionment,  in  joint  production, 
613;  from  sale  of  investment  securities, 
503;  wiring  and  jobbing  work,  under  stipu- 
lated profit  contract.  614. 

Promotion   expenses  of   organization,   301. 

Property:  abandoned:  classification,  p.  27; 
debits  to  operating  expense,  p.  76;  expense 
while  idle,  427a;  for  right  of  way,  311; 
improvements  not  involving  replacements, 
135n;  inclusion  of  interest  premium,  dis- 
count and  debt  expense  in  cost,  355;  leased 
property,  p.  29;  liability  reserve  balance 
for  damage  to,  252;  physical  property, 
classed  as  fixed  capital,  p.  26;  received  as 
contributions,  255;  rent  from,  used  in 
operation,  613;  report  to  regulatory  com- 
mission on  acquisition  of,  358nB;  reserves 
to  cover,  251;  retirement  loss,  accounting 
for,  132,  p.  28;  retained  on  books  at  cost, 
p.  26:  structures,  312;  taxes:  during  con- 
struction, 354,  on  property  leased,  404nA; 
temporary  account  for  purchase  of,  358. 
Prospectuses,  preparing  and  distributing,  301. 


Protective  equipment:  meters,  334;  repairs, 
at  power  plants,  703.33,  708.35,  711.33. 

Pulleys,   317,  323,  327. 

Pulmotors,  office  equipment,  342a. 

Pumps:  air  and  circulating,  314,  321,  708.32; 
construction  equipment,  342g;  feed  pumps, 
boiler  apparatus,  703.22;  filter  pumps, 
703.23;  repairs:  hydro,  708.31,  steam  plant, 
703.24;  special  to  gas  plants,  324,  711.21. 

Purchasing  agent:  fees  at  land  acquisition, 
311;  pay  and  expenses,  in  general  office, 
781.11. 

Purchasing  expense:  land  for  electric  opera- 
tions, 311;  plant  and  equipment,  358. 

Railroad  fares,   for   injured   persons,   353. 

Railroad    tracks,   structures,   312. 

Reactances,  power  plant  equipment,  703.33, 
708.35,  711.33. 

Real  estate:  held  for  rise  in  value,  122;  in- 
vestment account  balances  for  real  estate 
leased  to  others,  122;  mortgages,  211,  226n; 
rent  from  real  estate  not  used  in  opera- 
tion, 421. 

Receipts,  long  term  debt  receipt  liability, 
211f. 

Receiver,  property  retirements  during  re- 
ceivership, p.  29nB. 

Receivers  certificates:  accounting,  p.  6;  in- 
terest payable,  432;  liability,  212. 

Reclassification,    303n. 

Reconstruction,  p.  28,  135n. 

Recording  expense  of  mortgages  and  trust 
deeds,  p.  6. 

Records:  accounting  by  receiver  in  absence 
of  corporate  records,  p.  29nB;  of  capital 
stock  issued,  201;  land  acquisition  records 
furnished  regulatory  commission,  358nB. 

Recoveries:  insurance,  p.  76;  insurance  at 
property  retirement,  p.  28,  p.  76;  salvage 
credits  for  material,  p.  28. 

Redemption:  bonds  drawn,  226;  funds  and 
deposits,  123;  reserves,  254. 

Refrigerator   systems,   312. 

Refunds,   consumers   deposits,   223. 

Registration    of   title,   311. 

Regenerators:  at  gas  power  plants,  711.21; 
gas  producers  and  accessories,  324. 

Regulators:  damper,  for  power  plant  fur- 
naces, 703.21;  power  plant  electric  equip- 
ment, 703.32,  708.34,  711.32. 

Regulators,  pay  for  in  power  system  opera- 
tion, 701.4,  709.4. 

Regulatory  Commissions:  abandoned  property 
balances,  132;  acceptance  of  reports:  reclas- 
sification  not  deemed  approval,  303n;  ac- 
counting for  abandoned  property,  132; 
analysis  of  profit  and  loss  accounts,  p.  60; 
annual  reports:  capital  temporarily  out  of 
service,  p.  29nA,  reserve  balance,  257, 
taxes  overdue  and  unpaid,  231  n;  appor- 
tionment of  taxes,  404;  computing  retire- 
ment losses,  p.  77;  non-operating  revenue 
sub-accounts,  427;  notice  of  basis  of  credits 
to  operating  revenues,  p.  64;  records  of  con- 
struction and  improvements,  358nB;  re- 
ports: investment  securities,  122,  on  ac- 
quisition of  plant  and  equipment,  358nB, 
uncollectible  bills,  403nB;  retirement  ex- 
pense assignable  to  operations,  p.  76;  re- 
tirement charges,  782n;  taxes  not  allowed 
as  revenue  deductions,  437;  transactions 
with  Commissiun,  78"4. 

Release  of  premiums,  on  long  term  debt,  p.  6. 

Relief:  expense  and  contributions  to  relief 
department,  785.1;  relief  fund  assets,  125. 

Removals:  buildings  on  land  for  operation, 
311;  consumers'  meters,  741.44;  discarded 
plant  or  equipment,  p.  28;  incident  to  oper- 
ation expense,  p.  76;  lamps  for  repairs  and 
adjustments,  751.4;  transformers,  741.45. 
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Renewals:  incandescent  lamps  on  consumers' 
premises,  751.13;  municipal  street  lighting 
equipment,  751.51;  street  incandescent 
lamps,  751.33. 

Rent  payable:  accounting,  p.  50;  construc- 
tion expenditures,  356;  for  joint  facilities, 
412;  for  property  used  in  operations,  411; 
general  offices  and  equipment,  781.21;  lim- 
ited term  land  rights,  414;  miscellaneous, 
413;  new  business  department,  771.25; 
property  not  used  in  operations,  413nA, 
427;  rooms  in  office  buildings,  413nB. 
Rent  receivable:  buildings  and  property  used 
in  operation,  613;  electric  appliances,  612; 
electric  plant,  415;  plant  or  equipment  not 
distinct  operating  unit,  41 5n,  613;  real 
estate  not  used  in  operation,  421;  taxes  on 
leased  property,  404nA. 

Repairs:  buildings  and  grounds:  at  power 
plants,  703. Ib,  708. Ib,  711. Ib;  at  sub-sta- 
tions, 721.31;  storage  battery  buildings, 
722.33;  in  distribution  system,  741.9;  cost 
denned,  p.  75;  conversion  equipment, 
721.32;  covered  by  insurance,  p.  76;  debits 
for  betterments,  p.  29;  distribution  lines, 
741.5-741.7;  equipment  for  harness  repair 
shop,  342d;  furniture  at  power  buildings, 
703. la,  708. la,  711. la;  furniture  in  general 
offices,  781.21;  harness  and  vehicles,  342d, 
781.27;  included  in  current  maintenance,  p. 
75;  lamps:  commercial,  751.4,  street  arc, 
751.51,  street  incandescent,  751.52;  power 
system  equipment:  hydro-electric,  708.3- 
708.4,  711.2-711.4,  steam,  703.2-703.4;  res- 
ervoirs, daois  and  water  ways,  for  hydro- 
electric power  system,  708.2-708.24;  streets 
and  sidewalks  after  pole  renewals,  731.52, 
741.62;  storage  battery  equipment,  722.31, 
722.32;  telephone  system,  708.26,  731.54; 
transformers  and  meters,  741.81-741.82; 
transmission  lines,  731.51-731.54;  vehicle 
and  automobile  repair  shop,  342d;  way  and 
cars  at  hydro-electric  plant,  708.25. 

Replacements:  accounting,  p.  28;  funds  for, 
124;  horses,  781.27nA;  minor  parts,  to 
maintenance  expense,  p.  28,  p.  77;  parts  of 
consumers'  meters,  741.82;  wiring  fixtures, 
751.22. 

Reports:  law,  printing,  352;  printing,  781.24; 
to  regulatory  commission  on  reclassifica- 
tion,  303n.  See  also  Regulatory  Commis- 
sions. 

Reserves:  appropriations  to,  254,  441,  502; 
equalization,  257n  251nD;  horse  replace- 
ment, 781.27;  insurance  and  casualty,  252; 
miscellaneous,  257;  replacement  fund,  124; 
retirements  of  fixed  capital,  251,  p.  28;  re- 
tirement reserve,  for  property  used  in  oper- 
ations, 782;  sinking  funds,  254;  unaudited 
hems  adjusted  through  operating  reserves, 
p.  76. 

Reserve  funds:  appropriations,  441,  443,  251, 
254;  depreciation  reserve,  251nD;  dividends 
on  company  securities  442n;  fund  securi- 
ties excluded  from  other  assets,  142nB;  in- 
come from  fund  assets,  425 ;  insurance,  re- 
lief and  other  fund  assets,  125;  interest  on 
company  debt  in  funds,  431;  miscellaneous, 
257;  replacements,  124;  sinking  funds, 
254. 

Reservoirs:  for  hydro-electric  production, 
318;  maintenance,  708.2,  708.23. 

Retainers,   to   attorneys,    781.24,   784. 

Retired    employees,   pensions,    785.2. 

Retirements:  debits:  to  profit  and  loss  251nB; 
depreciation  reserve,  251,  251nD;  operating 
expense,  p.  76,  782;  replaced  or  not,  ac- 
counting for  p.  28;  retirement  reserve,  p. 
28. 

Retirements,  of  securities,  appropriation  bal- 
ances. 254. 


Revenue.  See  Operating  Revenue,  Non- 
operating  Revenue. 

Roads:  investment,  319;  maintenance  in  hy- 
dro-electric system,  708.27;  permanent  im- 
provements, 312. 

Rooms:  maintenance,  781.21;  rent  in  office 
buildings,  413nB,  781.21. 

Rotaries,  electric  equipment,  316,  322,  326. 

Rotary  converters  328. 

Rotary  engines,   investment,   314. 

Rotors,  electric  equipment  at  power  plants, 
316nA,  320nA  322nA. 

Safes,  movable,  in  offices,  342a. 

Sales:  current,  601-606;  junk  614nB,  781; 
materials  and  supplies,  615;  mortgaged 
property,  deposits  and  receipts  held,  123; 
of  investment  securities,  503,  504;  prop- 
erty retired,  251nC;  recovered  materials, 
p.  27;  timber  and  other  property  acquired 
with  land  purchased,  311. 

Salvage:  credits  for  improvements  removed, 
311;  debits  to  materials  and  supplies,  115; 
insurance,  p.  76;  on  equipment  retired,  p. 
27;  tools  and  equipment  at  close  of  con- 
struction, p.  29. 

Sashes,  repairs  at  power  stations,  703.1, 
708.1,  711.1. 

Savings  fund  assets,   124. 

Scrap:  debits  to  materials  account,  115; 
handling,  781.26. 

Screens,   in   hydro-electric   plant,    708.21. 

Screws,  in  power  plants,  703.32,  707.22, 
710.23. 

Scrubbers:  gas  power  plants,  711.21;  gas 
producers  and  accessories,  324. 

Seals,  gas  producers  and  accessories,  324. 

Secretary,    salary    and    expenses,    781.11. 

Securities,  borrowed,  121nB. 

Securities,  of  other  companies  liability  to  ex- 
change capital  stock  for,  201c. 

Securities  issued:  adjustments  through  profit 
and  loss,  142;  balances  for  company  se- 
curities owned,  122;  cost  of  preparing  and 
issuing  stock  certificates,  301 ;  costs  and  dis- 
counts connected  with  issue  excluded,  301 ; 
dividends  excluded,  424nA,  442n;  defined: 
issued  and  outstanding,  201nA,  211nB, 
when  nominal  and  actual,  201nA,  211nB; 
guaranteed,  142nA;  held  in  treasury,  211; 
in  sinking  and  reserve  funds,  123  125, 
142nB;  income  credits  disallowed,  422nA, 
424nA;  interest  on,  431nB;  interest  prem- 
ium, discount  and  debt  expense  included 
in  cost,  355;  liability  for  matured  secur- 
ities, 211nA,  226;  long  term  liability, 
211(e);  notes  to  affiliated  companies,  121; 
outstanding  receipts  for,  211(f);  pledged 
and  unpledged,  in  companies  treasury, 
211;  reacquired,  p.  6,  142;  short  term, 
211nA. 

Securities  owned:  accrued  income  from,  425; 
acquired  with  plant  and  equipment  pur- 
chased, 358;  annual  reports,  122;  dividend 
income  from,  425;  excluded  if  in  reserve 
funds,  142nB;  held  as  investments,  122; 
included  in  fund  assets,  123;  income  credits 
disallowed,  422nB,  424nB;  interest  disal- 
lowed, 431;  interest  from,  422;  investments 
in  affiliated  companies,  121;  profit  and  loss, 
on  sale,  when  held  as  investment,  503, 
504. 

Separators,  in  power  plant,  313. 

Services:  contribution  for  establishing  new, 
255,  334nB;  equipment  investment,  255, 
334;  maintenance,  741.7;  renewal,  334nC; 
withdrawn  service,  334nC. 

Sewer  connections:  distribution  lines,  741.31; 
transmission  lines,  731.31;  pipe  repairs  at 
power  buildings,  703.23;  repairs  to  con- 
nections for  underground  conduits,  731.4, 
741.5;  to  underground  conduits,  330. 
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Sewer  systems,  investment,  312;  repairs, 
731.4,  741.5;  traps,  330. 

Shaft:  excluded  from  electric  equipment, 
316nA,  322nA,  326nA;  included  in  engine 
equipment,  325;  included  in  boiler  appara- 
tus, 703.22. 

Sheds,  repairs,  at  sub-station  buildings,  721.31. 

Shoeing  horses,   781.27;   equipment,  342d. 

Shjes,   storage  battery  supplies,   722.2. 

Shop  equipment:  investment,  342b;  repair 
shop  investment,  342d. 

Short  term  notes.  See  notes  payable,  notes 
leceivable. 

Short  term  securities:  included  in  notes  pay- 
able, 211nA,  221;  interest  payable,  432, 
432n;  income  from,  425. 

Shovels,  steam,  342g. 

Sidewalks:  at  power  plant  buildings,  703.1, 
708.1,  711.1;  permanent  improvements,  312; 
special  taxes  on,  311. 

Smithing  equipment  in  shops,   342e. 

Smokestacks:  furnaces,  703.21;  power  plant 
equipment,  313. 

Sinking  funds:  appropriations  credited  to 
fund  reserves,  425n,  441,  502;  assets,  123; 
dividends  disallowed  on  company  securities, 
424nB,  SOln;  fund  securities  excluded  from 
other  asset  accounts,  121nC,  423;  income: 
from  fund  assets,  425,  from  securities  of 
other  companies,  422nB;  interest  on  com- 
pany debt  in,  431,  431nB;  reserve  balances, 
254. 

Solicitation  expense,  for  stock  subscriptions, 
"301. 

Solicitors:  law  force,  781.24;  pay  during  con- 
struction, 352;  regulatory  commission  ex- 
penses, 784. 

Special  deposits:  cash,  125,  126;  dividends 
disallowed  on  company  securities  in,  501 ; 
for  retirement  of  obligations,  126;  refund- 
ed, 223. 

Spillways:  hydro-electric  plant,  318;  mainte- 
nance, 708.21. 

Stables:  distribution  of  charges,  781.27nB; 
equipment,  342d;  stable  expense,  stable- 
men, 781.27. 

Starting  apparatus,   engine  equipment,   325. 

State:  credits  for  interest  on  securities  of, 
422;  franchise  cost  paid  to,  302;  income 
taxes,  437. 

Stationery:  office  expenses:  advertising  de- 
partment, 771.23;  distribution  system, 
741.22;  general  offices,  781.21;  general  sta- 
tionery, 781.22;  meter  department,  741.43; 
transmission  system,  731.2. 

Steam   and  exhaust   line   systems,   703.23. 

Steam    engines.     See    Engines. 

Steam  fittings,  313,  314,  315,  316,  317,  702.32; 
repairs,  703.21-703.25. 

Steam   hammers,   342g. 

Steam  injectors:  at  gas  power  plant,  repairs, 
711.21;  included  in  gas  producers  and  ac- 
cessories, 324. 

Steam  locomotives:  investment,  317;  mainte- 
nance, 703.4,  708.4,  711.4. 

Steam  power  plant:  equipment,  314-317;  fuel, 
702.1;  land,  31  la;  lubricants,  703.32;  re- 
pairs, 703.2-703.4;  station  expense,  702.33; 
structures,  312a;  supplies,  702.32;  water, 
702.2;  water  supply,  312,  313n,  703. 23n. 

Steam,  purchased  or  jointly  used,  705. 

Steam  traps,  313. 

Steam  turbines  and  electric  generators,  315. 

Stenographers:  in  commercial  department. 
761.1;  in  general  offices,  781.12. 

Stock   certificates,   301. 

Stockholders:  assessments  as  offsets  to  dis- 
counts, p.  5 ;  distribution  of  stock  premium 
to,  p.  5;  expense  for  annual  reports  to, 
781.28;  notice  of  meetings  of,  781.28. 

Stock  liability  for  conversion  in  exchange  of 
securities,  201C. 


Stock  trust   certificate   liability,   211. 

Stoker   bars,   703.21. 

Stokers,    mechanical,    313. 

Storage  batteries:  buildings,  312e;  equip- 
ment investment,  329;  expense  722-722.2; 
repairs,  722.3-722.33. 

Store  expenses:  distribution  of,  781. 26n;  gen- 
eral expenses,  781.26;  investment,  342c; 
materials  and  supplies  passed  through,  115, 
p.  75. 

Streets:  repairs  adjacent  to  power  station 
buildings,  703. Ib,  708.1b,  711.1b;  repairs  ad- 
jacent to  sub-station  buildings,  721.31;  re- 
pairs after  pole  renewals,  731.52,  741.62; 
special  assessments  for  improvements,  311. 

Structures:  classified,  312a-h3;  included  in 
acquisition  of  land,  311;  immovable  fixtures 
included,  312;  investment,  312;  losses  for 
retirements  of,  p.  76;  maintenance:  gen- 
eral structures,  781.23,  power  plant  struc- 
tures, 703. Ib,  708.  Ib,  711.1b,  storage  bat- 
tery buildings,  722.33. 

Sub-accounts:  capital  stock,  201;  company  se- 
curities owned,  121,  122;  departmental  capi- 
tal, p.  29;  equipment,  342;  flat  rate  sales 
to  general  consumers,  602n;  long  term  debt, 
211;  non-negotiable  debt,  241;  non-operat- 
ing revenue  deductions,  427;  power  plant 
land,  311;  power  system  operation,  700n; 
receivers'  certificates,  221n;  securities  held 
in  sinking  funds,  123;  structures,  312; 
sub-stations,  328;  transmission  and  distri- 
bution system,  330n,  332n,  333n. 

Substation  employees,  pay:  labor,  721.12; 
superintendents  and  clerks,  721.11. 

Substations:  apportionment  of  superintend- 
ence, 721.11;  building  investment,  328: 
building  maintenance,  721.31;  equipment, 
328;  labor,  721.12;  repairs  of  equipment, 
721.32;  superintendence.  721.1;  supplies 
and  expenses,  721.2. 

Subways:  distribution  system:  labor  and  ex- 
pense, 741.3;  maintenance,  741.5;  transmis- 
sion system:  labor  and  expense,  731.31, 
•naintenance,  731.4. 

Superheaters,    furnace    equipment,    703.21. 

Superintendence:  distribution  system,  741.1; 
expense  apportionable,  between  transmis- 
sion and  sub-station  superintendence, 
721.11,  731. In;  power  plant  operation, 
701.1,  706.1,  709.1;  preliminary  and  con- 
struction work,  312,  351;  storage  battery, 
722.11;  sub-stations,  721.11;  transmission 
system,  731.1. 

Superintendents,  pay  and  expenses:  commer- 
cial department,  761.1;  general  superin- 
tendent, 781.11;  meter  department,  741.41; 
on  preliminary  and  construction  work,  351. 

Supplies:  advertising,  771.23;  asset  balances, 
115,  342nA;  commercial,  761.4;  construc- 
tion; salvage,  p.  29;  discount  on  bills,  115, 
356;  distribution,  741.2;  distribution  of  ex- 
pense, 781. 26n;  expense  for  distributing, 
781.26;  garage,  781.27;  general  offices, 
781.21;  inventory  of,  115,  781.29;  medical 
and  surgical,  783.2;  new  business,  771.2, 
771.25;  power  plants:  gas,  710-710.23,  hy- 
dro-electric, 707.1-707.22,  steam,  702, 
702.31,  702.32;  stationery,  781.22;  storage 
battery,  722.2;  store  expense,  115,  p.  75, 
781.26;  sub-station,  721.2;  transp9rtation 
costs,  115,  115nA,  p.  76n;  used  in  con- 
struction, accounting,  781. 29n. 

Supports,  for  poles,  towers  and  fixtures,  331, 
731.52,  741.62. 

Surge  tanks,  air  compressors  for,  708.31. 

Surgeons  fees  and  expenses:  general  medical 
expenses,  783.1;  injury  and  damage  cases, 
353. 

Surgical  supplies:  expenses,  783.2;  injury  and 
damage  cases,  353. 
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Surplus:  amortization  of  franchises,  302;  cor- 
porate surplus,  p.  60;  expenditures  for 
fixed  capital,  classification,  p.  27;  for  re- 
serve funds,  251,  254,  502;  profit  and  loss: 
credits,  270,  debits,  504;  reserve  fund  bal- 
ances, 254;  dividends,  501;  to  offset  stock 
discount,  p.  5. 

Surveys,  preliminary  to  construction,  136. 

Suspense  accounts:  credit  balances,  261; 
debit  balances,  135,  136;  defined,  p.  4;  im- 
provements on  leased  property,  p.  29;  pre- 
liminary designs,  136;  property  abandoned, 
132;  retirements,  p.  28. 

Switchboard  men,  power  system  operation, 
701.4,  709.4. 

Switchboard  operators,  commercial  depart- 
ment, 761.1. 

Switchboard  panels,  protective  equipment, 
703.33. 

Switchboards:  electric  equipment  at  power 
plants,  316;  maintenance,  708.26,  731.54; 
stations,  721.32;  switchboard  panels  at  pow- 
er plants,  703.33,  708.35;  telephone  and 
telegraph  equipment,  342e. 

Switches:  electric  equipment  at  power  plants, 
316;  repairs,  722.32;  storage  battery  equip- 
ment, 722.31. 

Syphons,  ash  pocket  for  steam  power  plant 
equipment,  703.23. 

Tables,   for  offices,  342a. 

Tables  of  Contents:  Fixed  Capital  Income 
Accounts,  p.  24;  General  Balance  Sheet 
accounts,  p.  2,  p.  3;  Operating  Expense  ac- 
counts, p.  69;  Operating  Revenue  accounts, 
p.  63;  Profit  and  Loss  accounts,  p.  59. 

Tanks,  receiving;  steam  plant  equipment, 
703.23. 

Taxes:  accrued,  231;  issuing  and  recording 
mortgages  and  trust  deeds,  p.  6;  assignable 
to  electric  operations,  404;  liability  bal- 
ances, 116a;  liability  for  overdue,  231n; 
non-operating,  427e;  on  net  income,  404nC, 
437;  on  property  leased,  404nA;  on  proper- 
ty under  construction,  354;  special,  for  im- 
provements, 354. 

Telegraphs,  general  office  expense,  781.21. 

Telegraph   lines,  investments,  342e. 

Telephone  lines:  investment,  342e;  repairs, 
at  power  plant,  708.26;  transmission  sys- 
tem, 731.54. 

Telephone  operators,  pay  and  expenses:  dis- 
tribution system,  741.34;  in  commercial  de- 
partment, 761.1;  transmission  system, 
731.34. 

Telephone  service:  distribution  office, 
741.22;  general  offices,  781.21;  meter  de- 
partment, 741.43;  power  plants,  702.33, 
707.23,  710.24;  transmission  operation, 
731.2. 

Temporary  charges,  for  work  in  progress, 
135. 

Tenants:  advertising  for,  427a;  cost  of  oust- 
ing, 427a. 

Tentative  designs,  suspense  account,  136. 

Terminal  board,  labor,  701.4,  709.4. 

Testimony,  printing    352,  781.24. 

Testers,  pay:  distribution  lines,  741.32;  stor- 
age battery,  722.12;  transmission  lines, 
731.32. 

Tests:  meters,  741.42;  on  materials  and  sup- 
plies, prior  to  acceptance,  p.  75;  transform- 
ers, 741.45. 

Time  checks,  outstanding  balances,  222. 

Toilet  service,  at  power  plants,  702.33,  707.23, 
710.24. 

Tools:  at  close  of  construction,  p.  29;  at 
power  plants,  702.32,  707.22,  710.23:  en- 
gine tools,  327,  711.4;  fire  room  tools, 
702.32;  hand  tools,  general  equipment, 
342nA;  machine  tools,  included  in  shop 
equipment,  342a-b;  miscellaneous  power 
plant  equipment,  703.4,  708.4,  711.4. 


Tramways:  in  hydro-electric  production,  312, 
319;  permanent  improvements  to  buildings, 
312;  repairs,  708.25. 

Towers:  investment,  for  distribution  and 
transmission  systems,  331;  maintenance, 
731.52,  741.62;  trolley  and  cable  towers,  in- 
cluded in  boiler  apparatus,  703.22. 

Transmission  system:  investment:  in  under- 
ground conduits,  330;  maintenance,  731.4- 
731.53;  operation,  731.1-731.34;  poles,  tow- 
ers and  fixtures,  331;  sub-accounts  for  high 
voltage  lines,  331nA,  332n,  333n;  telephone 
system,  731.54;  transmission  and  distribu- 
tion expense  combined,  730n. 

Transportation  charges:  general  expenses, 
781.27;  general  transportation  equipment, 
342d;  materials  and  supplies,  115,  115nA, 
p.  75;  merchandise  and  jobbing,  614;  power 
plant  fuel,  702.1;  work  done  by  garage  and 
stable  equipment,  781.27nB. 

Traps,    steam,    for    power    plant    equipment, 

Traveling  expenses:  general  officers  and  gen- 
eral office  employees,  781.28;  valuation 
work,  784. 

Treasurer,  salary  and  expenses,  781.11. 

Trucks,   investment,   342d. 

Trust  deeds,  fees  for  drafting  and  record- 
ing, p.  6. 

Trustees:  fees,  for  legal  services,  assignable 
to  debt  expense,  p.  6;  liability  for  securities 
held  by,  201.211;  redemption  funds  held  by, 
123;  reserve  balances  for  funds  held  by, 
254;  special  deposits  held  by,  126. 

Tubes:  for  power  plant  furnaces,  703.21; 
repairs,  703.24. 

Tunnels:  hydro-electric  plant,  318;  power 
plant  equipment,  313;  repairs,  708.22. 

Turbines  (water):  at  power  plants,  320; 
maintenance,  708.31;  turbo-generators,  321. 

Typewriters:  in  department  offices,  781.22nC; 
office  equipment,  342a. 

Unadjusted  items:  credits,  231-261;  debits, 
116-150. 

Unaudited  bills  and  vouchers,  p.   76. 

Unclaimed  moneys:  wage  balances,  222;  wage 
liability  written  off,  503. 

Uncollected  charges,  income  debits,  for 
charges  earned,  403,  403na. 

Underground  conduits:  protection,  distribu- 
tion and  transmission  systems,  330;  repairs, 
731.4,  741.5. 

Underground  lines:  cables,  wires,  insulators, 
etc.,  333;  distribution  lines:  labor  and  ex- 
pense, 741.33;  maintenance,  741.63;  sub- 
accounts  for  high  voltage  lines,  for  trans- 
mission system,  333n;  transmission  lines: 
labor  and  expense,  731.33,  maintenance, 

Undertakers:  fees  ?.nd  expenses,  783.2;  injury 
and  damage  cases,  353. 

Utilization  expenses,  operation  and  mainte- 
nance, 751-751.52. 

Underwriters,  fees  and  commission  for  mar- 
keting securities,  p.  6. 

Undistributed  General  Expenses,  781;  rent 
for  rooms  in  office  buildings,  413nB. 

Unloading  expenses:  fuel  at  power  plants, 
702.1;  stores  equipment,  342c. 

Unsecured  certificates,  liability  for  21  le. 

Valuation  expenses,  784. 

Valves:  at  dams  and  intakes,  708.21;  at  water 
wheels,  318;  on  gas  engines,  711.22;  in 
hydro-electric  power  plant  apparatus,  321 ; 
inlet,  325;  needle  valves,  708.31;  on  boilers 
at  power  plants,  313;  relief  valves,  708.31; 
repairs,  708.32;  steam  accessories,  703.23. 

Vaporizers:  at  gas  power  plants,  711.21;  in 
gas  producers  and  accessories,  324. 

Vaults:  in  sub-station  buildings.  721.31;  in 
power  plants,  703.1,  708.1,  711.1. 

Vehicles,    investment,   342d. 
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Vehicle  repairs:  expense,  781.27;  shop  equip- 
ment, 342d. 

Ventilating  fans,  ia  storage  battery  equip- 
ment, 329. 

Veterinary    expense,    781.27. 

Vice-president,    salary    and    expenses,    781.11. 

Vouchers:  audited  balances  unpaid,  222; 
charged  before  audited,  p.  76;  vouchered 
accounts  written  off,  503. 

Wages:  audited  balances  unpaid,  222;  un- 
claimed and  written  off,  503 ;  unclaimed  bal- 
ances, 222. 

Walls:  arches  for  power  plant  furnaces, 
703.21;  lining  for  walls  in  hydro-electric 
plants,  708.23. 

Waste,  for  use  at  power  plants,  702.32, 
707.22,  710.23. 

Wasteways:  for  water  turbines  and  water 
wheels,  320;  in  hydro-electric  plant,  318; 
maintenance,  708.24. 

Watchmen,  pay:  commercial  department, 
761.1 ;  power  plant  operation,  701.5,  706.4, 
709.5. 

Water:  distilled  water  for  storage  batteries, 
722.2;  for  power  plant  operation,  702.2, 
707.1,  710.21;  for  station  purposes,  not  in- 
cluded in  water  for  power,  702.2;  pumped 
by  company,  702.2,  710.21;  purchased  for 
power  plants.  702.2,  710^21;  storage  and 
regulation,  318;  water  taxes,  404nB. 

Waterheaters,  313. 

Water  power  plants:  equipment,  318-323; 
land,  31  Ib;  maintenance,  708.2,  708.4;  oper- 
ation, 706.1-707.23;  structures,  312b;  water 
supply,  318. 

Water  rights,   wharves  and  docks,   311. 

Water  stills,  in  storage  battery  equipment, 
329. 

Water  supply  systems:  feed  and  hot  water 
heaters:  equipment,  313,  maintenance  of, 


703.22;  power  plant  supply  systems  invest- 
ment, 312;  maintenance,  703.22,  703.23. 

Water  tenders  (pay),  in  power  plants,  701.2. 

Water  turbines,  at  power  plants,  320;  main- 
tenance, 708.31. 

Waterways:  maintenance.  708.2;  used  prim- 
arily for  hydro-electric  production,  318. 

Waterwheels,  708.24.  708.3;  investment,  320. 

Webbs,    in    power    plant    furnaces,    703.21. 

Weirs,   in  hydro-electric  plants,   708.21. 

Wharves,  land  and  riparian  rights,  311. 

Wheels,  in  power  prants,  703.22. 

Winches,  in  power  plants,  703.22. 

Wipers,    for    use    in    power    plants,    702.32, 

707.22,  710.23. 

Wipers,  pay,  at  power  plants,  701.3,  701.4, 
709.3. 

Wireless  lines,  general  equipment,  342e. 

Wiremen,  pay,  power  plant  operation,  701.4, 
709.4. 

Wires:  distribution  wire  repairs,  741.61, 
741.63;  in  distribution  system,  334nA;  in 
telephone,  telegraph  and  wireless  system, 
342e;  in  underground  systems,  333;  repairs, 
731.54;  transmission  wire  repairs,  731.51, 
731.53. 

Wiring:  for  lighting  and  signalling,  included 
in  structures,  312;  of  consumers'  premises, 
771.22. 

Witness  fees:  assignable  to  construction, 
352;  injury  and  damage  cases,  353;  law  ex- 
penses, 781.24. 

Work  in  progress,  accounts,  135. 

Workmen's  Compensation  insurance,  353, 
356. 

Yards,    care    of,    at    power    stations,    702.33, 

707.23,  710.24. 

Yard  employees  at  power  plants,  pay,  701.5, 
706.4,  709.5. 
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UNIFORM  SYSTEM  OF  ACCOUNTS  FOR  GAS  COR- 
PORATIONS 

GENERAL  INSTRUCTIONS 

1.  Accounts  to  be   kept  by   Double   Entry   Method. — All   the 

accounts  (other  than  purely  statistical  accounts)  defined  in  this  classi- 
fication must  be  kept  by  the  double  entry  method. 

2.  Account  Numbers  Not  a  Part  of  Title. — The  numbers  pre- 
fixed to  account  titles  in  this  classification  are  solely  for  convenience 
of  reference  and  are  not  part  of  the  titles  or  definitions. 

3.  Accounting  Period. — It  is  recommended  that  each  gas  cor- 
poration select  the  month  as  its  accounting  period  and  that  it  make  its 
bookkeeping  entries  on  a  monthly  basis.     It  may,  however,  select  a 
quarterly  or  other  basis  if  that  will  better  meet  the  conditions  under 
which  it  conducts  its  business.     Each  corporation  will  be  required  to 
close  its  books  at  the  end  of  the  fiscal  year  for  which  it  makes  its 
annual  report. 

4.  Records. — Each   gas   corporation  shall   so  keep   its   general 
accounting  books  and  all  other  books  and  records  which  support  in 
any  way  the  entries  to  such  accounting  books  that  it  can  furnish  at  any 
time  full  information  as  to  any  account  kept  by  it.    Moreover,  it  shall 
support  each  entry  to  each  account  with  such  detailed  information  as 
will  enable  a  ready  identification  and  verification  of  the  facts  recorded 
therein. 

The  books  referred  to  herein  include  not  only  books  of  account  in 
a  limited  technical  sense  but  all  other  records  such  as  minute  books, 
stock  books,  etc.,  which  will  be  useful  in  developing  the  history  of 
any  of  the  accounting  company's  transactions. 


2  BALANCE    SHEET   ACCOUNTS 

STANDARD  FORM  OF  BALANCE  SHEET 

ASSET  SIDE 
101.     Fixed  capital 

Current  Assets: 

111.  Cash 

112.  Notes  receivable 

113.  Accounts  receivable 

114.  Interest  and  dividends  receivable 

115.  Materials  and  supplies 

116.  Prepayments 

117.  Miscellaneous  current  assets 

Miscellaneous  Assets: 

121.  Investments  in  affiliated  companies 

122.  Miscellaneous  investments 

123.  Sinking  funds 

124.  Replacement  fund 

125.  Miscellaneous  special  funds 

126.  Special  deposits 

Suspense: 

131.  Unamortized  debt  discount  and  expense 

132.  Property  abandoned 

133.  Jobbing  accounts 

134.  Clearing  or  apportionment  accounts 

135.  Work  in  progress 

136.  Miscellaneous  suspense 

Adjustment  Accounts: 

141.  Discount  on  ca'pital  stock 

142.  Reacquired  securities 

143.  Treasury  securities 


150.     Profit  and  loss — deficit 


BALANCE   SHEET   ACCOUNTS 

STANDARD  FORM  OF  BALANCE  SHEET 

LIABILITY  SIDE 
Capital  stock 
Premium  on  capital  stock 

211.  Long  term  debt 

212.  Receiver's  certificates 

Current  Liabilities: 

221.  Notes  payable 

222.  Accounts  payable 

223.  Consumers'  deposits 

224.  Matured  interest  unpaid 

225.  Dividends  declared 

226.  Matured  long  term  debt  unpaid 

227.  Miscellaneous  current  liabilities 

Accrued  Liabilities: 

231.  Taxes  accrued 

232.  Interest  accrued 

233.  Miscellaneous  accrued  liabilities 

241.     Advances  from  affiliated  companies 

Reserves : 

251.  Retirement  reserve 

252.  Casualty  and  insurance  reserve 

253.  Unamortized  premium  on  debt 

254.  Sinking  fund  reserves 

255.  Contributions  for  extensions 

256.  Contingency  reserve 

257.  Miscellaneous  reserves 

261.     Miscellaneous  unadjusted  credits 
270.     Profit  and  loss — surplus 
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BALANCE  SHEET  ACCOUNTS 
GENERAL  INSTRUCTIONS  AND  DEFINITIONS 

1.  Balance  Sheet  Accounts  Defined. — By  balance  sheet  accounts 
are  meant  those  titles  under  which  the  ledger  accounts  are  combined 
and  summarized  to  show  the  assets,  liabilities,  and  surplus  or  deficit  of 
an  enterprise  at  a  given  time.     Where  the  title  and  definition  of  a 
balance  sheet  account  clearly  indicate  that  it  is  a  summary  of  other 
accounts,  it  is  not  required  that  a  special  ledger  account  shall  be  raised 
under  such  title  to  include  the  balances  from  the  accounts  usually  car- 
ried on  the  ledger. 

2.  Form  of  Balance  Sheet. — The  standard  form  of  balance  sheet 
is  shown  on  pages  2  and  3.    Certain  of  the  terms  there  used  are  defined 
for  the  sake  of  greater  clearness,  in  the  following  paragraphs. 

3.  Current   Assets. — Current   assets   are   those   assets  that   are 
readily  converted  into  money  or  capable  (in  the  case  of  materials  and 
supplies)  of  being  used  in  operation  or  construction. 

4.  Investments. — Investment     represents     the     relatively     per- 
manent employment  of  property   for  the  purpose  of  directly  or  in- 
directly producing  revenue.     Investment  in  permanent  assets  devoted 
to  the  undertakings  for  which  the  accounting  company  is  primarily 
organized  is  called  fixed  capital  investment  or  simply  fixed  capital. 
Property  in  the  form  of  assets  necessary  to  the  conduct  of  the  account- 
ing company's  operations  of  which  the  individual  items  are  subject  to 
frequent  change  is  sometimes  said  to  represent  an  investment  in  work- 
ing capital.    Investments  may  also  be  of  property  segregated  in  special 
funds ;  of  property  devoted  to  the  use  of  affiliated  corporations ;  or  of 
property  not  devoted  to  the  undertakings  for  which  the  accounting 
company  is  primarily  organized,  as  more  specifically  defined  in  account 
No.  122,  "  Miscellaneous  Investments,"  which  see.     Encumbered  in- 
vestments are  those  held  subject  to  a  lien  or  other  encumbrance  of  some 
character.     Unencumbered  investments  are  those  held  free  of  all  en- 
cumbrances. 

5.  Funds. — Funds   are  assets,   usually  those   capable   of  ready 
conversion  into  cash,  set  aside  in  the  hands  of  trustees  or  otherwise 
restricted  to  specific  uses. 

6.  Suspense    Accounts. — Suspense    accounts    are    accounts    in 
which  may  be  carried  any  expenditure,  the  appropriate  disposition  of 
which  is  not  yet  determined,  or  any  loss  which  may  properly  be  spread 
over  a  period  of  time,  or  any  other  debit  which  may  be  amortized 
through  charges  made  to  expense  or  other  income  accounts  at  intervals 
over  a  period  of  time ;  credit  items,  the  final  disposition  of  which  is 
not  yet  determined,  may  also  be  carried  in  suspense  under  account  No. 
261,  "Miscellaneous  unadjusted  credits." 


7.  Adjustment   Accounts. — Adjustment  accounts   are   accounts 
in  which  may  be  carried  debits  that  offset  certain  liabilities  but  which 
it  is  not  desirable,  as  a  matter  of  bookkeeping  convenience,  to  charge 
against  the  liability  accounts  concerned. 

8.  Current  Liabilities. — Current  liabilities  are  those  which  are 
definitely  determined  in  amount  and  are  either  matured  at  the  date  of 
the  balance  sheet  or  become  due  within  a  year  from  date  or  upon 
demand  of  the  creditor. 

9.  Accrued   Liabilities. — Accrued   liabilities   are   those   not  yet 
due,  but  which  are  to  become  due  in  .the  near  future  and  which  accrue 
or  grow  from  day  to  day,  such  as  unmatured  interest,  rents*,  taxes,  etc. 
Credits  to  accounts  representing  accrued  liabilities  whose  amounts  are 
not  definitely  known,  as  in  the  case  of  many  taxes,  are  made  on  the 
basis  of  estimates  which  are  adjusted  when  the  proper  amounts  become 
known. 

10.  Reserves. — Reserves    are    credit   accounts    created    through 
arbitrary  or  estimated  charges  made  to  provide  wholly  or  in  part  for 
matters  to  be  later  determined. 

11.  Discount    and    Premium    on    Capital    Stock. — Ledger    ac- 
counts shall  be  provided  to  cover  the  discounts  and  premiums  on  each 
class  of  capital  stock  issued  or  assumed  by  the  accounting  company. 
The  total  of  the  net  debit  balances  remaining  in  these  several  accounts 
shall  be  included  in  account  No.  14l,  "  Discount  on  Capital  Stock,"  and 
the  total  of  the  net  credit  balances  in  account  No.  202,  "  Premium  on 
Capital  Stock." 

By  the  term  discount  is  meant  the  excess  of  the  par  value  of  stocks 
actually  issued  or  assumed  (and  accrued  dividends,  if  any,  expressed 
in  the  contract  of  sale)  over  the  actual  cash  value  of  the  consideration 
received  for  such  stocks.  By  the  term  premium  is  meant  the  excess 
of  the  actual  cash  value  of  the  consideration  received  for  stock  issued 
or  assumed  over  the  par  value  of  such  stock  (and  accrued  dividends, 
if  any). 

Entries  in  these  accounts  representing  discounts  shall  be  carried 
therein  until  offset  (1)  by  premiums  realized  on  subsequent  sales  of 
the  same  class  of  stock,  (2)  by  assessments  levied  on  the  stockholders, 
(3)  by  appropriations  from  surplus  for  that  purpose,  or  (4)  by  charges 
to  Profit  and  Loss  upon  reacquirement  of  the  stock.  Entries  in  these 
accounts  representing  premiums  realized  shall  be  carried  therein  until 
offset  (1)  by  discount  suffered  on  sales  of  the  same  class  of  stock,  or 
(2)  by  credits  to  Profit  and  Loss  upon  reacquirement  of  the  stock. 
In  case  the  accounting  company  is  permitted  and  elects  to  distribute 
all  or  any  part  of  the  net  premium  on  its  capital  stock  to  its  stock- 
holders the  amount  thus  distributed  shall  be  charged  to  the  premium 
account. 

For  the  purpose  of  this  classification  the  premium  realized  at  the 
sale  of  capital  stock  shall  not  be  considered  a  profit  and  loss  item 
except  upon  reacquirement  of  the  stock  sold. 
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In  no  case  shall  discount  on  capital  stock  be  charged  to  or  included 
in  any  account  as  a  part  of  the  cost  of  acquiring  any  property,  tangible 
or  intangible,  or  as  a  part  of  the  cost  of  operation. 

When  stock  which  has  been  issued  or  assumed  by  the  accounting 
company  is  reacquired,  the  difference  between  the  price  paid  and  the 
par  value  of  the  stock  shall  be  charged  or  credited  to  Profit  and  Loss 
as  may  be  appropriate.  Concurrently  the  premium  or  discount  account 
for  the  particular  issue  of  stock  reacquired  shall  be  adjusted  through 
Profit  and  Loss  to  the  extent  of  the  premium  or  discount  applicable  to 
the  shares  reacquired.  This  does  not  apply  to  the  purchase  of  securities 
solely  for  special  funds  in  which  the  accounting  company  carries  at 
cost  instead  of  par  value  securities  issued  or  assumed  by  itself. 

In  .case  the  premium  or  discount  realized  at  the  prior  sale  of  the 
stock  reacquired  has  been  included  in  an  asset  account  other  than  the 
premium  and  discount  account,  such  asset  account  shall  be  concurrently 
adjusted  through  Profit  and  Loss  to  the  extent  of  the  premium  or 
discount  previously  included  therein  with  respect  to  the  shares 
reacquired. 

12.  Discount,  Expense  and  Premium  on  Long  Term  Debt. — 
Ledger  accounts  shall  be  provided  to  cover  discounts,  expense  and 
premiums  at  the  sale  of  each  class  of  long-term  debt  (including  re- 
ceiver's certificates)  issued  or  assumed  by  the  accounting  company. 
The  total  of  the  net  debit  balances  remaining  in  these  several  accounts 
shall  be  included  in  account  No.  131,  "  Unamortized  Debt  Discount  and 
Expense,"  and  the  total  of  the  net  credit  balances  in  account  No.  253, 
"  Unamortized  premium  on  debt." 

By  the  term  discount  is  meant  the  excess  of  the  par  value  of  the 
securities  issued  or  assumed  and  the  accrued  interest  thereon,  over  the 
actual  cash  value  of  the  consideration  received  for  such  securities. 
By  the  term  premium  is  meant  the  excess  of  the  actual  cash  value  of 
the  consideration  received  for  securities  issued  or  assumed  over  the 
par  value  of  such  securities  and  the  accrued  interest  thereon. 

By  the  term  expense  are  meant  all  expenses  in  connection  with  the 
issue  and  initial  sale  of  evidences  of  debt,  such  as  fees  for  drafting 
mortgages  and  trust  deeds;  fees  and  taxes  for  issuing  or  recording 
mortgages  and  trust  deeds ;  cost  of  printing  bonds,  certificates  of 
indebtedness,  and  other  commercial  paper  having  a  life  of  more  than 
one  year ;  fees  paid  trustees  acting  under  mortgages  and  trust  deeds ; 
fees  paid  for  legal  services  to  trustees  relative  to  mortgage  securities  ; 
fees  and  commissions  paid  underwriters  and  brokers  for  marketing 
such  evidences  of  debt ;  and  other  like  expense. 

Each  month  (or  other  accounting  period)  there  shall  be  charged  to 
income  account  "  Amortization  of  Debt  Discount  and  Expense "  a 
proportion  (based  upon  the  ratio  of  such  fiscal  period  to  the  remaining 
life  of  the  respective  securities)  of  each  of  the  debit  balances  in  these 
accounts,  and  correspondingly  there  shall  be  credited  to  income  account 
"  Amortization  of  Premium  on  Debt "  a  similar  proportion  of  each  of 
the  credit  balances  in  these  accounts. 

When  any  long  term  debt  which  has  been  actually  issued  to  bona 
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fide  holders  for  value  is  reacquired  by  the  accounting  company,  a  pro- 
portion of  the  balance  remaining  in  the  accounts  covering  discount, 
expense,  and  premium  on  long  term  debt  of  the  class  of  security  re- 
acquired  shall  be  credited  or  charged,  as  may  be  appropriate,  to  Profit 
and  Loss.  Such  proportion  shall  be  based  upon  the  ratio  of  the  par 
value  of  the  security  reacquired  to  the  par  value  of  all  the  securities  of 
the  same  class  actually  outstanding  immediately  before  such  reacquire- 
ment.  This  does  not  apply  to  the  purchase  of  securities  solely  for 
special  funds  in  which  the  accounting  company  carries  at  cost  instead 
of  par  value  securities  issued  or  assumed  by  itself. 

In  case,  however,  the  premium  or  discount  realized  at  the  prior  sale 
of  the  securities  reacquired  has  been  included  (in  excess  of  the  propor- 
tion authorized  in  the  text  of  fixed  capital  account  No.  355,  "  Interest 
during  Construction  ")  in  an  asset  account  other  than  the  premium 
account,  such  asset  account  shall  be  concurrently  adjusted  through 
Profit  and  Loss  to  the  extent  of  such  excess  of  the  premium  or  discount 
previously  included  therein  with  respect  to  the  securities  reacquired. 

Except  as  provided  in  account  No.  355,  "  Interest  during  Construc- 
tion," no  discount  on  long  term  debt  shall  be  charged  to  or  included  in 
any  account  as  a  part  of  the  cost  of  acquiring  any  property,  tangible 
or  intangible,  or  as  a  part  of  the  cost  of  operation. 

13.  Contingent  Assets  and  Liabilities. — Contingent  assets  and 
liabilities  shall  not  be  included  in  the  body  of  the  balance  sheet  state- 
ment. Whenever  the  balance  sheet  is  stated,  however,  contingent 
assets  and  liabilities,  if  any,  should  be  shown  in  detail  in  a  supplemen- 
tary statement.  Contingent  assets  represent  possible  sources  of  value 
contingent  upon  the  fulfilment  of  conditions  regarded  as  uncertain. 
Contingent  liabilities  include  items  which  may,  under  certain  condi- 
tions, become  obligations  of  the  company,  but  are  neither  direct  nor 
assumed  obligations  at  the  date  of  the  balance  sheet. 
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TEXT   PERTAINING   TO    BALANCE    SHEET    ACCOUNTS 

101.     FIXED  CAPITAL. 

This  account  shall  include  the  cost  of  property  having  an  expectation 
of  life  in  service  of  more  than  one  year  which  is  devoted  to  the  opera- 
tions conducted  by  the  accounting  company,  less  deductions  for  prop- 
erty abandoned,  sold,  or  otherwise  retired. 

Separate  subivisions  shall  be  used  for  each  distinct  class  of  opera- 
tions conducted  by  the  accounting  company,  as,  for  example,  "  Fixed 
Capital — electric,"  "  Fixed  Capital — gas."  If,  however,  the  accounting 
company  conducts  two  or  more  separate  and  distinct  classes  of  opera- 
tions, as  in  the  case  of  a  company  having  both  an  electric  and  gas 
department,  expenditures  chargeable  to  such  fixed  capital  accounts  as 
"  Land,"  "  Organization,"  "  General  Structures,"  "  Engineering  and 
Superintendence,"  etc.,  which  are  not  assignable  to  a  particular  depart- 
ment or  kind  of  operations,  may  be  shown  in  a  subdivision  having  the 
title  "  Fixed  Capital — general."  The  foregoing  shall  not  be  construed 
to  prohibit  the  apportionment  of  such  expenditures  between  depart- 
ments on  a  more  or  less  arbitrary  basis  provided  this  basis  is  clearly 
stated  in  the  accounting  company's  public  reports. 

111.  CASH. 

This  account  shall  include  all  money  coming  into  the  possession  of 
the  accounting  company  in  which  it  has  a  beneficial  interest.  This 
covers  coin  of  the  United  States,  United  States  treasury  notes,  gold 
and  silver  certificates  and  greenbacks,  and  bank  bills  payable  to  bearer 
on  demand ;  also  all  bank  credits,  checks  and  drafts  receivable  subject 
to  satisfaction  or  transfer  upon  demand  (whether  payable  to  bearer 
or  to  order). 

112.  NOTES  RECEIVABLE. 

This  account  shall  include  the  ledger  value  of  all  notes  and  bills 
receivable  which  are  the  property  of  the  accounting  company  and  upon 
which  solvent  concerns  or  individuals  are  liable.  This  covers  demand 
notes,  drafts,  etc.,  issued  by  other  than  banks,  and  time  notes,  drafts, 
etc.,  by  whomever  issued.  This  account  does  not  include  notes  coming 
within  the  definition  of  "  Investments  in  Affiliated  Companies,"  or 
"  Miscellaneous  Investments  "  ( for  which  see  page  11). 

113.  ACCOUNTS  RECEIVABLE. 

This  account  shall  include  all  amounts  (other  than  deposits  in  banks) 
owing  to  the  accounting  company  upon  open  book  accounts  with  sol- 
vent concerns  and  individuals ;  also  the  ledger  value  of  all  accounts 
and  claims  upon  which  responsibility  is  acknowledged  by  solvent  con- 
cerns and  individuals  or  which  are  sufficiently  secured  to  be  considered 
good  and  of  all  judgments  against  such  concerns  where  the  judgment 
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is  not  appealable  or  suspended  through  appeal.    This  account  does  not 
include  negotiables. 

NOTE  A. — The  record  of  accounts  receivable  shall  be  kept  in  such  manner  as 
to  permit  the  ready  segregation  of  the  three  groups,  consumers'  accounts,  accounts 
with  affiliated  companies,  and  miscellaneous  accounts  receivable. 

NOTE  B. — It  is  suggested  that  when  practicable  consumers'  accounts  be  further 
classified  into  current  month  accounts,  accounts  more  than  one  month,  but  less 
than  one  year  old,  and  accounts  over  one  year  old. 

114.  INTEREST  AND  DIVIDENDS  RECEIVABLE. 

This  account  shall  include  the  amount  of  interest  accrued  to  the 
date  of  the  balance  sheet  on  funded  and  unfunded  securities,  loans, 
open  accounts,  mortgages  and  deposits  held  by  or  for  the  accounting 
company ;  dividends  declared  on  stocks  similarly  held,  and  dividends 
accrued  on  stocks  when  contracts  require  that  the  dividend  be  paid  at 
stated  times. 

NOTE. — No  amount  representing  interest  or  dividends  receivable  shall  be  in- 
cluded in  this  account  unless  its  payment  is  reasonably  assured  by  past  experience 
and  anticipated  provision,  or  otherwise.  But  the  definition  of  this  account  should 
not  be  construed  to  prevent  the  carrying  of  interest  and  dividends,  receivable  in 
a  suspense  account  until  collection  has  actually  been  made,  even  though  the  debtor 
be  considered  to  be  solvent. 

115.  MATERIALS  AND  SUPPLIES. 

This  account  shall  include  the  balances  representing  the  cost  (in- 
cluding transportation,  insurance,  and  inspection  charges,  custom 
duties,  etc.),  of  all  materials  and  supplies  not  charged  out  in  the 
accounting  company's  accounts,  regardless  of  whether  the  same  are 
intended  to  be  consumed  in  construction  or  in  operation,  or  later  to 
be  sold.  Where  discounts  recovered  through  prompt  payment  are  not 
credited  to  the  particular  bills,  the  cost  at  which  such  materials  and 
supplies  shall  be  charged  shall  be  the  invoice  cost  and  any  discounts 
recovered  through  prompt  payment  of  bills  for  such  materials  and 
supplies  shall  be  credited  to  account  No.  356,  "  Miscellaneous  Con- 
struction Expenditures,"  or  to  account  No.  781,  "  Undistributed 
General  Expenses  "  or  the  appropriate  subdivision  thereof,  according 
as  such  materials  and  supplies  are  intended  or  used  for  construction 
or  operation. 

The  cost  of  materials  and  supplies  includes  all  specifically  assignable 
transportation  charges  incurred  in  obtaining  the  delivery  of  such 
materials  and  supplies  upon  the  premises  of  the  purchaser,  and  the 
cost  of  any  special  tests  made  thereon  prior  to  their  acceptance ;  in 
case  the  accounting  company  desires,  it  may  also  include  the  cost  of 
further  transportation  to  the  place  of  consumption  and  a  suitable  pro- 
portion of  the  expense  of  the  purchasing  department  and  of  store 
expenses  (when  the  materials  and  supplies  are  passed  through  stores), 
in  which  case  a  corresponding  credit  shall  be  made  to  the  proper 
expense  accounts. 

When  any  materials  or  supplies  the  cost  of  which  has  been  charged 
to  this  account  are  issued  for  use,  the  amount  at  which  they  stand 
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charged  herein  should  be  credited  to  this  account  and  charged  to  the 
proper  construction,  operating  expense,  or  other  account. 

The  scrap  or  salvage  value  of  things  retired  from  service  shall  be 
charged  to  an  appropriate  sub-account  in  this  account  while  such  things 
remain  the  property  of  the  accounting  company.  If  such  salvage 
value  is  not  known,  and  can  not  readily  be  determined,  it  shall  be 
estimated. 

Inventories  of  materials  and  supplies  shall  be  taken  at  least  annually 
and  any  shortage  or  overage  disclosed  by  such  inventories  shall  be 
credited  or  debited  to  this  account,  and  debited  or  credited  to  operating 
expense  account  No.  781,  "Undistributed  General  Expenses"  or  the 
appropriate  subdivision  thereof,  in  case  they  cannot  be  assigned  to 
specific  accounts.  Where  such  materials  and  supplies  have  been  used 
in  construction,  a  suitable  proportion  of  such  shortage  or  overage  may 
be  debited  or  credited  to  account  No.  356,  "  Miscellaneous  Construc- 
tion Expenditures." 

NOTE  A. — It  is  not  required  that  the  transportation  and  other  elements  of  cost 
shall  be  assigned  with  a  greater  degree  of  accuracy  than  to  the  nearest  cent  per 
unit  of  material  or  supply.  Where  a  single  transportation  item  covers  a  multi- 
tude of  things,  the  portion  of  the  expense  not  assigned  to  specific  things  should 
be  charged  to  the  same  account  to  which  store  expenses  are  charged. 

NOTE  B. — If  an  appliance  sold  is  for  any  reason  returned  to  the  accounting 
company,  it  should  be  charged  to  the  appropriate  sub-account  at  its  appraised 
value.  Cost  of  repairing  or  renovating  it  should  be  charged  to  the  same  sub- 
account.  Appropriate  adjustments  should  be  made  in  accounts  credited  with  the 
original  sale. 

116.     PREPAYMENTS. 

This  account  shall  include  the  debit  balances  described  under  the 
following  sub-heads : 

a.  PREPAID  TAXES. — The  excess  of  taxes  paid  over  the  amount 
properly  chargeable  to  current  income  or  other   similar  account,   as 
shown  by  a  debit  balance  in  the  tax  liability  account    (See  account 
No.  231,  "  Taxes  Accrued,"  page  20). 

b.  PREPAID  RENTS. — The  amount  of  rents  paid  in  advance  of  the 
enjoyment  of  the  term.     As  the  term  is  consumed,  this  account  shall 
be  credited  at  regular  accounting  intervals  and  the  appropriate  rent 
account  debited  with  the  amount  applicable  to  the  period. 

c.  -  PREPAID  INSURANCE.— The  amount  of  premium  on  insurance 
policies  paid  in  advance  of  their  accrual.     As  such  premiums  accrue 
they  should  be  credited  at  regular  accounting  intervals  to  this  account 
and  charged  to  the  appropriate  operating  expense  or  other  account. 

d.  MISCELLANEOUS    PREPAYMENTS. — Prepayments    made    for   any 
purpose  other  than  as  provided  for  in  the  three  preceding  heads. 

NOTE. — By  the  accrual  of  insurance,  rents,  etc.,  is  meant  their  accumulation 
when  considered  as  spread  uniformly  over  the  period  to  which  they  apply.  Thus, 
if  the  rent  fixed  by  contract  of  lease  for  a  certain  property  is  $600  for  a  calendar 
year,  this  accrues  at  the  rate  of  $50  each  month  (unless  it  is  desired  to  base  the 
accruals  on  days,  when  the  varying  lengths  of  the  months  would  require  to  be 
considered),  regardless  of  the  actual  times  when  the  rent  matures;  $50  should 
thus  (if  the  rent  has  been  prepaid)  be  credited  each  month  to  the  sub-account 
"  Prepaid  Rents "  and  concurrently  charged  to  the  appropriate  account  in  the 
"  Income  "  account.  Similarly  in  the  case  of  other  prepayments. 
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117.     MISCELLANEOUS  CURRENT  ASSETS. 

This  account  shall  include  the  cost  of  all  current  assets  which  are 
not  includible  under  any  of  the  foregoing  accounts.  (See  "Balance 
Sheet  Accounts — General  Instructions  and  Definitions,"  Section  3, 
page  4). 

121.  INVESTMENTS  IN  AFFILIATED  COMPANIES. 

This  account  shall  include  the  ledger  value  of  the  accounting  com- 
pany's investment  in  securities  or  non-negotiable  notes  issued  or 
assumed  by  affiliated  companies;  also  of  its  investment  advances  to 
such  companies.  Two  companies  are  affiliated  if  either  one  controls 
the  policy  of  the  other  or  if  both  are  subject  to  the  same  control.  By 
"  investment  advances  "  are  meant  debit  balances  in  open  accounts  with 
affiliated  companies  not  subject  to  current  settlement  and  interest 
accrued  on  such  open  accounts  when  such  interest  is  not  subject  to 
current  settlement.  This  account  shall  be  subdivided  as  follows : 

a.  Stocks. 

b.  Bonds. 

c.  Notes. 

d.  Advances. 

NOTE  A. — Accounts  with  affiliated  companies  which  are  subject  to  current 
settlement  such  as  charges  for  materials  and  supplies  currently  furnished,  charges 
for  repairs  to  equipment,  etc.,  shall  be  classed  as  current  assets  or  current  liabilities 
as  may  be  appropriate. 

NOTE  B. — Securities  borrowed  by  the  accounting  company  and  pledged  should 
not  be  included  in  this  account. 

NOTE  C. — Securities  pledged  for  purposes  other  than  that  of  security  for  long 
or  short  term  debt  of  the  accounting  company  should  be  included  in  account 
No.  123,  "Sinking  Funds";  account  No.  124,  "Replacement  Fund";  account 
No.  125,  "  Miscellaneous  Special  Funds  "  ;  or  account  No.  126,  "  Special  Deposits," 
as  may  be  appropriate. 

122.  MISCELLANEOUS  INVESTMENTS. 

This  account  shall  include  the  balances  in  accounts  representing  mis- 
cellaneous investments  such  as  those  in  securities  of  other  non-affiliated 
corporations,  in  tangible  property  of  a  permanent  nature  not  coming 
within  the  definition  of  fixed  capital,  as,  for  example,  real  estate  leased 
to  others  or  held  for  a  rise  in  value,  etc.,  provided  such  investments 
are  not  included  in  any  special  fund  account. 

The  accounting  company's  records  shall  be  kept  in  such  manner  as 
to  permit  the  ready  analysis  of  this  account  to  show  separately  in  the 
company's  annual  reports  full  particulars  concerning  its  investments 
of  any  given  class,  including  the  ledger  value  of  those  which  are  held 
subject  to  a  mortgage,  pledge,  or  other  lien. 

123.  SINKING  FUNDS. 

This  account  shall  include  the  amount  of  cash,  the  ledger  value  of 
securities  of  other  companies,  and  other  assets  which  are  held  by 
trustees  of  sinking  funds  for  the  purpose  of  redeeming  outstanding 
obligations,  including  such  assets  so  held  by  the  accounting  company 
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when  they  are  segregated  in  a  distinct  fund;  also  amounts  deposited 
with  such  trustees  on  account  of  mortgaged  property  sold  when  the 
proceeds  of  such  sale  are  to  be  held  for  the  redeeming  of  securities ; 
and  the  cost  of  live  securities  issued  or  assumed  by  the  accounting 
company  and  held  in  such  funds.  A  separate  account  shall  be  kept 
for  each  fund  and  the  title  of  each  fund  should  designate  the  obliga- 
tion in  support  of  which  the  fund  is  created. 

NOTE. — Should  the  constituents  of  a  sinking  fund  change  substantially  in  value, 
and  such  change  seem  likely  to  be  permanent,  it  may  be  reflected  by  suitable 
entries  in  this  account  and  in  the  corresponding  reserve  account  or  in  "  Profit 
and  Loss,"  as  may  be  appropriate. 

124.  REPLACEMENT  FUND. 

If  the  accounting  company  desires,  or  is  required,  to  segregate  in 
a  special  fund  the  assets  or  any  part  of  the  assets  represented  by  the 
retirement  reserve,  the  ledger  value  of  such  assets  shall  be  included  on 
the  balance  sheet  in  this  account. 

125.  MISCELLANEOUS  SPECIAL  FUNDS. 

This  account  shall  include  the  amount  of  cash  and  the  ledger  value 
of  securities  of  other  companies  and  other  assets  in  insurance,  em- 
ployees' pension,  savings,  relief,  hospital,  and  other  funds  which  have 
been  raised  and  specifically  set  aside  or  invested  for  purposes  not 
provided  for  elsewhere;  also  the  cost  of  securities  issued  or  assumed 
by  the  accounting  company  and  held  in  such  funds.  A  separate  account 
shall  be  provided  for  each  fund. 

126.  SPECIAL  DEPOSITS. 

This  account  shall  include  the  debit  balances  described  under  the 
following  sub-heads: 

a.  COUPON    SPECIAL    DEPOSITS. — All    moneys    and    bank    credits 
specially  deposited  in  the  hands  of  fiscal  or  other  agents  of  the  account- 
ing company  for  the  payment  of  interest  coupons  when  presented. 
Such  coupons  when  paid  from  such  deposits  shall  be  credited  to  this 
account  and  charged  to  the  appropriate    matured    interest    account. 
Payments  to  trustees  (or  other  agents  of  the  holders  of  bonds  or  other 
securities)   of  the  interest  accrued  thereon  which  operate  under  the 
terms  of  the  securities   (or  of  mortgages  supporting  such  securities) 
as  a  release  of  the  paying  corporation  from  further  liability  from  such 
interest  shall  not  be  charged  to  this  account,  but  to  the  appropriate 
"  Interest  accrued  "  account. 

b.  DIVIDEND    SPECIAL    DEPOSITS. — All    moneys   and   bank    credits 
specially  deposited  in  the  hands  of  the  fiscal  or  other  agent  of  the 
accounting  company   for  the  payment   of   dividends  upon   its   stocks. 
Such  dividends  when  paid  from  such  deposit  shall  be  credited  to  this 
account  and  charged  to  the  appropriate  dividend  account. 

c.  MISCELLANEOUS    SPECIAL    DEPOSITS. — All    moneys    and    bank 
credits  deposited  in  the  hands  of  fiscal  or  other  agents  of  the  accounting 
company   for  other   special   purposes   than  the   payment  of   interest 
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coupons  and  dividends.  Charges  to  this  account  shall  specify  the  pur- 
pose for  which  deposit  is  made.  When  such  purposes  are  satisfied, 
this  account  shall  be  credited  with  the  amount  specially  deposited  to 
provide  such  satisfaction. 

NOTE. — This  account  shall  not  include  any  assets  available  for  general  corporate 
purposes. 

131.  UNAMORTIZED  DEBT  DISCOUNT  AND  EXPENSE. 

This  account  shall  include  the  total  of  the  net  debit  balances  represent- 
ing the  discount  and  expense  in  connection  with  the  issuance  of  each 
class  of  the  accounting  company's  long  term  debt  (see  "Balance  Sheet 
Accounts — General  Instructions  and  Definitions,"  Section  12,  page  6). 

132.  PROPERTY  ABANDONED. 

This  account  is  intended  as  a  suspense  account,  which  shall  include 
the  retirement  loss  (i.  e.,  the  original  cost,  estimated  if  not  known,  plus 
cost  of  dismantling,  less  salvage)  on  property  destroyed  or  abandoned 
because  of  replacement,  of  obsolescence,  of  an  extraordinary  casualty, 
or  for  any  other  reason  when  such  loss  has  not  been  provided  for  in 
advance  through  a  reserve.  Charges  to  this  account  shall  be  made 
only  with  the  permission  of  the  regulatory  commission,  and  the  amount 
so  charged  shall  be  amortized  through  annual  or  more  frequent  charges 
over  a  definitely  determined  period  to  such  amounts  as  shall  be  proper. 
Application  to  the  commission  for  permission  to  use  this  account  shall 
give  full  particulars  concerning  the  property  abandoned  or  retired,  the 
reasons  for  its  retirement,  the  accounts  through  which  it  is  proposed 
to  amortize  the  retirement  loss,  and  the  future  period  over  which,  in  the 
judgment  of  the  company  making  the  application,  the  amount  of  such 
charge  should  be  distributed. 

133.  JOBBING  ACCOUNTS. 

This  account  shall  include  the  balances  in  accounts  with  customers 
or  others  for  jobbing  work  not  completed  at  the  date  as  of  which  the 
balance  sheet  is  stated.  Such  accounts,  when  work  is  completed  and 
charges  made,  shall  be  cleared  by  charges  to  accounts  receivable. 

134.  CLEARING  OR  APPORTIONMENT  ACCOUNTS. 

This  account  shall  include  the  balances  in  accounts  maintained  to 
carry  temporarily  the  cost  of  operating  such  facilities  as  garages,  stables, 
storehouses,  etc.,  and  also  overhead  or  burden  costs  such  as  it  is  desir- 
able shall  be  apportioned  over  the  construction  and  operating  accounts 
involved. 

The  charges  to  operating  accounts  and  the  credits  to  these  accounts 
should,  unless  there  is  some  good  reason  to  the  contrary,  be  so  dis- 
tributed that  the  costs  for  any  one  year  will  be  absorbed  by  the 
transaction  occurring  during  that  year. 

135.  WORK  IN  PROGRESS. 

This  account  shall  include  the  total  of  the  balances  in  open  "  work 
order  "  or  "  job  order  "  accounts  for  work  in  progress,  or  in  suspense 
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accounts  to  which  the  cost  of  construction  or  maintenance  work  is 
temporarily  charged  pending  its  final  distribution  to  the  appropriate 
fixed  capital  or  operating  expense  accounts. 

NOTE. — Charges  for  additions  to  fixed  capital  not  involving  replacements,  or  for 
improvements  which  necessitate  retirements  or  reconstruction  of  existing  prop~ 
erty  when  full  credits  have  been  made  in  advance  to  fixed  capital  accounts  to 
cover  the  ledger  cost  of  property  retired,  may  be  carried  in  fixed  capital  account 
No.  359,  "  Unfinished  Construction,"  which  see. 

136.     MISCELLANEOUS  SUSPENSE. 

This  account  shall  include  all  debits  not  elsewhere  provided  for,  the 
proper  final  disposition  of  which  is  uncertain.  This  will  include  the 
cost  of  tentative  or  preliminary  surveys,  designs,  and  investigations 
made  for  determining  the  feasibility  of  projects  under  contemplation. 
If  the  project  is  thereafter  definitely  undertaken,  such  amount  shall  be 
credited  to  this  account  and  charged  to  the  proper  work  order,  fixed 
capital,  or  other  account.  If  the  project  is  abandoned,  the  cost  of  the 
preliminary  investigation  shall  be  charged  to  the  appropriate  operating 
expense  or  other  account.  Whenever  the  proper  disposition  of  any 
matter  charged  to  this  account  is  determined,  it  shall  be  credited  to 
this  account  and  charged  to  the  appropriate  account. 

141.  DISCOUNT  ON  CAPITAL  STOCK. 

This  account  shall  include  the  total  of  the  net  debit  balances  repre- 
senting the  discount  on  capital  stock  issued  or  assumed  by  the  account- 
ing company  (see  "  Balance  Sheet  Accounts — General  Instructions  and 
Definitions,"  Section  11,  page  5). 

142.  REACQUIRED  SECURITIES. 

When  securities,  whether  debt  or  stocks,  have  been  actually  issued 
by  the  accounting  company  to  bona  fide  holders  for  value  (or  after 
such  issue  by  another  corporation  have  been  assumed  by  the  accounting 
company)  and  after  such  issue  (or  assumption)  have  been  acquired 
by  the  accounting  company  under  circumstances  which  require  that 
they  shall  not  be  treated  as  paid  or  retired,  they  shall  be  charged  at 
face  value  to  this  account.  If  the  price  at  which  such  securities  have 
been  reacquired  is  greater  or  less  than  the  par  or  face  value,  the  differ- 
ence shall  be  adjusted  through  Profit  and  Loss  or*  through  the  appro- 
priate discount  or  premium  account. 

NOTE  A. — This  account  shall  not  include  securities  that  are  merely  guaranteed, 

NOTE  B. — This  account  shall  not  include  any  securities  held  in  sinking  and 
other  reserve  funds. 

143.  TREASURY  SECURITIES. 

This  account  shall  include  the  par  value  of  securities  which  have 
been  nominally  but  not  actually  issued  by  the  accounting  company. 
For  definitions  of  the  term  "  Nominal  issue  "  see  note  under  account 
No.  201,  "  Capital  Stock  "  and  Note  B  under  account  No.  211,  "  Long 
Term  Debt." 
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150.     PROFIT  AND  LOSS.— DEFICIT. 

Under  this  head  shall  be  shown  the  debit  balance,  if  any,  in  the  Profit 
and  Loss  account.  (See  "  Profit  and  Loss  Account — General  Instruc- 
tions and  Definitions,"  Section  1,  page  57). 

201.     CAPITAL  STOCK. 

This  account  shall  include  the  items  described  under  the  following 
sub-heads : 

a.  FULL  PAID  STOCK. — This  covers  the  total  par  value  of  stocks 
or  receipts  issued  to  represent  permanent  full-paid  interests  in  the 
accounting  company,  or  interests  which,  if  terminable,  are  so  only  at 
the  option  of  the  company.     By  "  Full  paid  interest  "  is  meant  an  inter- 
est in  which  the  full  amount  of  the  subscription  has  been  paid  in. 

b.  INSTALMENTS   PAID   ON    STOCK    SUBSCRIPTIONS. — This   covers 
the  amount  of  instalments  paid  on  subscriptions   for  capital  stocks. 
When  the  full  amount  of  the  subscription  has  been  paid  and  certificates 
of  stock  are  issued  therefor  this  account  shall  be  cleared  and  the  par 
value  of  the  stock  so  issued  shall  be  credited  to  the  account  appropriate 
for  such  stock. 

c.  STOCK  LIABILITY  FOR  CONVERSION. — This  covers  the  accounting 
company's  liability  under  agreements  to  exchange  its  capital  stock  for 
the  outstanding  securities  of  companies  whose  physical  property  has 
been  acquired  under  such  agreements,  but  whose  securities  have  not 
yet  been  surrendered  for  exchange. 

The  records  shall  be  so  kept  that  stocks  of  different  classes  may  be 
separately  shown.  The  following  is  the  most  important  classification 
of  stock:  ^ 

(a)  Common  Stock:     Stock  which  has  no  preference  in  the  distri- 
bution of  dividends. 

(b)  Preferred  Stock:     Stock  having  preference  in  the  distribution 
of  dividends. 

(c)  Debenture  Stock:     Stock  issued  under  a  contract  to  pay  a 
specified  return  at  specified  intervals. 

Preferred  stock  may  be  further  classified  as  first  preferred,  second 
preferred,  etc. ;  or  as  cumulative  or  non-cumulative;  or  as  participating 
or  non-participating.  First  preferred  stocks  are  those  which  have  the 
first  claim  upon  such  dividends  as  may  be  distributed;  a  claim  upon 
dividends  taking  precedence  over  the  claim  of  common  stock  but  in- 
ferior to  the  claim  of  the  first  preferred  stock  may  be  represented  by 
second  preferred  stock,  and  so  on.  Stock  is  cumulative  if  the  amount 
by  which  the  dividend  at  any  dividend  period  fails  to  reach  a  stipulated 
dividend  rate  is  carried  forward  to  continue  as  a  claim  upon  the  divi- 
dend fund  until  satisfied.  Stock  is  non-cumulative  if  such  amount 
lapses.  Stock  is  participating  if  it  is  not  limited  to  a  stipulated  rate 
in  the  amount  of  dividends  which  it  may  receive  but  is  entitled  to 
participate,  in  accordance  with  the  terms  of  the  contract  under  which 
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it  is  issued,  in  further  dividends.  It  is  non-participating  if  it  is  limited 
to  a  stipulated  rate. 

Stocks  may  differ  also  with  respect  to  voting  provisions  and  condi- 
tions under  which  they  may  be  retired.  A  separate  ledger  account 
should  be  maintained  for  each  class  of  stock  issued,  and  no  two  stocks 
shall  be  considered  of  the  same  class  unless  they  are  equal  in  their 
interest  or  dividend  rights,  their  voting  rights,  and  the  conditions 
under  which  they  may  be  retired.  The  characteristics  of  any  class  of 
stocks  in  these  three  regards  shall  be  designated  in  the  title  of  the 
account  raised  to  cover  such  stocks  and  shall  be  clearly  expressed  in  the 
first  entry  of  such  account.  To  the  account  for  any  class  of  stock  shall 
be  credited,  when  issued,  the  par  value  of  the  amount  of  stock  of  that 
class  issued.  If  such  issue  is  for  money,  that  fact  shall  be  stated;  and 
if  for  any  other  consideration  than  money,  the  person  to  whom  issued 
shall  be  designated  and  the  consideration  for  which  issued  shall  be 
described  with  sufficient  particularity  to  identify  it ;  if  such  issue  is  to 
the  treasurer  or  other  agent  of  the  corporation  to  be  by  him  disposed 
of  for  the  benefit  of  the  corporation,  that  fact,  and  the  name  of  such 
agent,  shall  be  shown ;  and  such  agent  shall,  in  his  account  of  the  dispo- 
sition thereof,  show  the  like  details  concerning  the  consideration  rea- 
lized thereon,  which  account,  when  accepted  by  the  corporation,  shall 
be  preserved  as  a  corporate  record.  If  the  fair  cash  value  of  the 
consideration  realized  upon  the  issue  of  any  amount  of  stock  is  greater 
than  the  par  value  of  such  stock  and  accrued  dividends,  if  any,  ex- 
pressed in  the  contract  of  issue,  the  excess  shall  be  credited  to  account 
No.  202,  "  Premium  on  Capital  Stock,"  and  corresponding  reference 
thereto  shall  be  contained  in  the  entry  relating  to  such  stock  in  the 
stock  account. 

For  each  class  of  stock  the  records  shall  also  show  plainly  the  par 
value  of  (1)  certificates  issued  and  actually  outstanding,  being  those 
not  held  by  the  company,  its  agents  or  trustees,  or  subject  to  its  con- 
trol; and  (2)  certificates  pledged  and  unpledged  held  in  the  company's 
treasury,  by  its  agents  or  trustees,  or  otherwise  subject  to  its  control, 
including  both  those  acquired  after  actual  issue  and  those  nominally 
but  never  actually  issued. 

NOTE  A. — Capital  stock  is  considered  nominally  issued  when  certificates  are 
signed  and  sealed  and  placed  with  the  proper  officer  for  sale  and  delivery,  or 
pledged,  or  otherwise  placed  in  some  special  fund  of  the  accounting  company. 
It  is  considered  to  be  actually  issued  when  it  has  been  sold  to  a  bona  fide  pur- 
chaser for  a  valuable  consideration,  and  such  purchaser  holds  it  free  from  afl 
control  by  the  accounting  company.  All  capital  stock  actually  issued  and  not 
reacquired  by  or  for  the  accounting  company  is  considered  to  be  actually  out- 
standing. If  reacquired  by  or  for  the  accounting  company,  under  such  circum- 
stances as  require  it  to  be  held  alive  and  not  canceled  or  retired,  it  is  considered 
to  be  nominally  outstanding. 

NOTE  B. — When  stock  without  par  value  is  issued  the  actual  money  value  of 
the  consideration  realized  from  the  issue  should  be  credited  to  the  account 
representing  that  particular  class  of  stock. 

202.     PREMIUM  ON  CAPITAL  STOCK. 

This  account  shall  include  the  excess  of  the  actual  money  value  (at 
the  time  of  issue  of  the  stock)  of  the  consideration  received  for  such 
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issue  over  the  par  value  of  the  amount  of  stock  issued  and  accrued 
dividends,  if  any,  expressed  in  the  contract  of  issue.  If  the  stock  is 
issued  by  the  corporation  to  its  treasurer  or  other  agent,  the  excess  of 
the  actual  money  value  of  the  consideration  obtained  by  such  agent  in 
exchange  for  such  stock  over  the  par  value  and  accrued  dividends 
thereof  shall  be  considered  the  premium  realized.  A  separate  ledger 
account  shall  be  maintained  for  each  class  of  stock  distinguished  accord- 
ing to  the  text  of  account  No.  201  preceding.  Entries  in  these  accounts 
shall  be  carried  therein  until  offset  by  credits  to  Profit  and  Loss  upon 
reacquisition  of  the  stock  or  by  credits  to  "  Cash  "  or  similar  account 
in  case  the  corporation  is  permitted  and  elects  to  distribute  to  its  stock- 
holders all  or  any  part  of  the  premium  realized  on  its  stock. 

211.     LONG  TERM  DEBT. 

This  account  shall  include  the  total  par  value  of  all  debt  except 
receiver's  certificates  and  advances  from  affiliated  companies  (for 
which  see  below)  which  by  the  terms  of  its  creation  does  not  mature 
until  more  than  one  year  after  date  of  creation.  This  covers  bonds, 
notes,  mortgage  certificates,  and  all  other  forms  of  acknowledging 
indebtedness. 

The  records  shall  be  kept  so  that  long  term  debt  of  different  classes 
may  be  separately  shown.  The  most  important  classification  is  that 
based  upon  the  nature  of  the  lien  or  security  as  follows : 

(a)  Mortgage  bonds :    Bonds  secured  by  a  lien  on  physical  prop- 
erty and  not  includible  in  the  other  subdivisions  of  this  account. 

(b)  Collateral  Trust  Bonds:    Bonds  and  notes  having  a  date  of 
maturity  of  more  than  one  year  after  date  of  issue  secured  by  a  lien 
on  securities  or  other  commercial  paper;  also  stock  trust  certificates 
that  are  similar  in  character  to  collateral  trust  bonds. 

(c)  Income  Bonds :    Bonds  which  are  a  lien  on  the  accounting 
company's  revenue  alone,  or  bonds  which,  while  being  a  lien  on  its 
property  and  franchises,  can  claim  payment  of  interest  only  in  case 
interest  is  earned. 

(d)  Equipment  Obligations:    Equipment  bonds,  equipment  notes, 
or  other  obligations  secured  by  lien  on  specific  equipment. 

(c)  Miscellaneous  Obligations :  All  long  term  obligations  not  pro- 
vided for  in  the  four  preceding  classes,  including  notes,  unsecured 
certificates  of  indebtedness,  debenture  bonds,  plain  bonds,  real  estate 
mortgages  executed  or  assumed,  and  other  similar  obligations  maturing 
more  than  one  year  after  date  of  issue. 

(f)  Receipts  Outstanding  for  Long  Term  Debt:  Receipts  for  pay- 
ment in  account  of  long  term  debt  securities.  When  the  securities 
are  issued  for  amounts  so  paid,  the  face  value  shall  be  included  in  the 
account  covering  the  class  of  funded  debt  for  which  the  securities  are 
issued. 

Long  term  debt  may  differ  also  with  respect  to  rates  of  interest, 
interest  dates,  and  date  of  maturity.  Separate  ledger  accounts  shall  be 
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maintained  for  each  class  of  long  term  debt,  and  no  two  amounts  of 
debt  not  agreeing  in  respect  of  all  four  of  the  characteristics  above 
named  shall  be  included  in  the  same  ledger  account,  except  that  part 
of  any  long  term  debt  issue  agreeing  in  other  characteristics  but  ma- 
turing serially  may  be  treated  as  of  the  same  class.  The  title  of  each 
ledger  account  for  long  term  debt  shall  express  the  four  characteristics 
above  stated,  that  is  to  say,  mortgage  or  other  lien  or  security,  rate  of 
interest,  dates  of  maturity  of  interest,  and  date  of  maturity  of  prin- 
cipal; as,  e.  g.,  "  First  mortgage  5%  Q.  F.  10  August  10,  1928,"  which 
means  a  debt  secured  by  the  company's  first  mortgage,  bearing  interest 
at  the  rate  of  5%  per  annum,  interest  maturing  quarterly  on  February 
10,  May  10,  August  10,  and  November  10  of  each  year,  principal  ma- 
turing August  10,  1928. 

For  each  class  of  long  term  debt  the  records  shall  also  show  plainly 
(1)  the  par  value  of  certificates  or  other  evidences  of  debt  issued  and 
actually  outstanding,  being  those  not  held  by  the  company,  its  agents 
or  trustees,  or  subject  to  its  control;  and  (2)  the  par  value  of  certifi- 
cates or  other  evidences  of  debt  pledged  or  unpledged  held  in  the 
company's  treasury,  held  by  its  agents  or  trustees,  or  otherwise  subject 
to  its  control;  including  both  those  reacquired  after  actual  issue  and 
those  nominally  but  never  actually  issued. 

NOTE  A. — Securities  maturing  one  year  or  less  from  date  of  issue  shall  be 
included  in  account  No.  221,  "  Notes  Payable."  Matured  long  term  debt  shall 
be  included  in  account  No.  226,  "  Matured  Long  Term  Debt  Unpaid." 

NOTE  B. — Long  term  debt  securities  are  considered  to  be  nominally  issued  when 
certified  by  trustees  and  placed  with  the  proper  officer  for  sale  and  delivery,  or 
pledged  or  otherwise  placed  in  some  special  fund  of  the  accounting  company. 
They  are  considered  to  be  actually  issued  when  they  have  been  sold  to  a  bona 
fide  purchaser  for  a  valuable  consideration  and  such  purchaser  holds  them  free 
from  all  control  by  the  accounting  company.  All  securities  actually  issued  and 
not  reacquired  and  held  by  or  for  the  accounting  company  under  such  circum- 
stances as  require  them  to  be  considered  as  held  alive  and  not  canceled  or  retired, 
are  considered  to  be  actually  outstanding.  If  required  by  or  for  the  accounting 
company  under  such  circumstances  as  require  them  to  be  considered  as  held 
alive  and  not  canceled  or  retired,  they  are  considered  to  be  nominally  out- 
standing. 

212.     RECEIVER'S  CERTIFICATES. 

When  any  receiver,  acting  under  the  orders  of  a  competent  court,  is 
in  possession  of  the  property  of  a  corporation,  and  under  the  orders 
of  such  court  issues  certificates  of  indebtedness  chargeable  upon  such 
property,  the  par  value  of  such  certificates  shall  be  included  in  this 
account. 

NOTE. — Separate  sub-accounts  shall  be  maintained  for  receiver's  certificates 
which  mature  in  more  than  one  year  and  those  which  mature  in  one  year  or 
less  from  date  of  issue. 

221.     NOTES  PAYABLE. 

This  account  shall  include  the  balances  representing  outstanding 
obligations  in  the  form  of  notes,  drafts,  acceptances,  or  other  similar 
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evidences  of  indebtedness  payable  on  demand  or  within  a  time  not 
exceeding  one  year  from  date  of  issue. 

NOTE. — Secured  notes  and  time  loans  payable  more  than  one  year  from  date 
of  issue  shall  be  included  in  account  No.  211,  "Long  Term  Debt." 

222.  ACCOUNTS  PAYABLE. 

This  account  shall  include  the  amount  of  audited  vouchers  or  ac- 
counts and  audited  pay  rolls  unpaid  on  the  date  of  the  balance  sheet ; 
also  balances  representing  unclaimed  wages  and  outstanding  pay  and 
time  or  discharge  checks  issued  in  payment  of  wages,  open  accounts 
with  other  companies,  except  such  as'  are  includible  under  account 
No.  241,  "Advances  From  Affiliated  Companies,"  and  similar  items. 

223.  CONSUMERS'  DEPOSITS. 

This  account  shall  include  the  amounts  deposited  with  the  accounting 
company  by  consumers  as  security  for  the  payment  of  bills.  Deposits 
refunded  shall  be  charged  to  this  account  and  credited  to  "Cash"  or  to 
account  No.  125,  "Miscellaneous  Special  Funds,"  if  a  special  funds  for 
such  deposits  is  maintained.  Deposits  applicable  to  uncollectible  or 
worthless  bills  shall,  at  the  close  of  the  fiscal  year  (or  earlier  at  the 
option  of  the  accounting  company)  be  credited  to  the  account  of  the 
consumer  involved  and  debited  to  this  account. 

224.  MATURED  INTEREST  UNPAID. 

This  account  shall  include  the  amount  of  matured  and  unpaid  interest 
on  debt  of  the  accounting  company  except  where  such  interest  is  added 
to  the  face  of  the  principal  as  is  the  usual  case  with  judgments  and 
sometimes  with  advances  from  affiliated  companies. 

225.  DIVIDENDS  DECLARED. 

This  account  shall  include  the  amount  of  any  dividends  which  have 
been  declared,  but  not  paid.  Dividends  shall  be  credited  to  this  account 
as  of  the  day  upon  which  they  become  a  liability  of  the  accounting 
company  (which  is  generally  the  date  upon  which  they  are  declared) 
and  when  paid  shall  be  charged  to  this  account  and  credited  to  "Cash" 
or  other  suitable  account. 

226.  MATURED  LONG  TERM  DEBT  UNPAID. 

This  account  shall  include  the  amount  of  long  term  debt  matured 
and  unpaid  without  specific  agreement  for  extension  as  to  time  of 
payment,  including  unpresented  bonds  drawn  for  redemption  through 
the  operation  of  sinking  and  redemption  fund  agreements. 

NOTE. — Real  estate  mortgages,  whose  nominal  maturity  has  been  reached  but 
which  by  mutual  agreement  between  mortgagee  and  mortgagor,  are  continued 
indefinitely  as  obligations  of  the  accounting  company  need  not  be  transferred  to 
this  account,  but  may  continue  to  be  carried  in  account  No.  211,  "Long  Term 
Debt." 
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227.     MISCELLANEOUS  CURRENT  LIABILITIES. 

This  account  shall  include  the  balances  in  all  open  accounts  represent- 
ing current  liabilities  not  specifically  provided  for  in  the  foregoing 
accounts. 

231.  TAXES  ACCRUED. 

This  account  shall  include  the  amount  of  taxes  accrued  and  properly 
charged  against  income  or  other  accounts  in  excess  of  the  amount  of 
taxes  paid  as  shown  by  the  credit  balance  in  the  tax  liability  account. 

An  open  account  entitled  "Tax  Liability  Account"  shall  be  raised, 
and  to  it  shall  be  credited  at  the  close  of  each  accounting  period  taxes 
accrued  during  the  period,  corresponding  debits  being  made  to  the 
appropriate  accounts  for  tax  charges.  Such  credits  will  necessarily  be 
based  upon  estimate,  but  from  time  to  time  during  the  year  as  the 
actual  tax  levies  become  known,  the  amount  of  the  periodic  credits 
shall  be  adjusted  so  as  to  include  as  nearly  as  may  be  possible  in  each 
year  the  taxes  applicable  thereto.  When  any  tax  is  paid,  it  shall  be 
charged  to  the  "Tax  Liability  Account"  and  credited  to  "Cash"  or 
other  suitable  account.  A  debit  balance  in  the  "Tax  Liability  Account" 
due  to  the  prepayment  of  taxes  applicable  to  the  period  subsequent  to 
the  date  of  the  balance  sheet  shall  be  shown  under  account  No.  116, 
"Prepayments,"  while  a  credit  balance  shall  be  shown  under  account 
No.  231,  "Taxes  Accrued." 

NOTE. — In  its  annual  reports  the  accounting  company  may  be  required  to 
state  separately  its  liability  for  taxes  overdue  and  unpaid,  i.  e.,  such  taxes 
as  have  not  been  paid  at  the  date  specified  for  such  payment  or  after  the 
expiration  of  such  additional  period  as  may  be  allowed  by  the  tax-levying 
authority  before  penalty  for  non-payment  or  delayed  payment  becomes  effective. 
Overdue  taxes  include  those  unpaid  because  of  litigation  or  dispute. 

232.  INTEREST  ACCRUED. 

This  account  shall  include  the  amount  of  interest  on  all  indebtedness 
of  the  accounting  company  except  where  such  interest  is  added  to  the 
face  of  the  principal  as  in  the  usual  case  with  judgments  and  sometimes 
with  advances  from  affiliated  companies,  accrued  to  the  date  of  the 
balance  sheet  but  not  payable  until  after  that  date.  When  such  interest 
is  paid,  it  shall  be  charged  to  this  account  and  credited  to  "Cash"  or 
other  suitable  account.  Separate  sub-accounts  shall  be  maintained  for 
each  item  of  indebtedness. 

When  interest  matures  without  being  paid,  it  shall  be  charged  to  this 
account  and  credited  to  account  No.  224,  "Matured  Interest  Unpaid." 
Payments  to  trustees  (or  other  agents)  of  the  holders  of  bonds  or 
other  securities  of  the  interest  accrued  thereon  which  operate  under 
the  terms  of  the  securities  (or  of  mortgages  supporting  such  securities) 
as  a  release  of  the  paying  company  from  further  liability  for  such 
interest  shall  be  considered  equivalent  to  payments  of  interests  made 
direct  to  bond-holders  and  such  interest  shall  not  be  credited  to  "Ma- 
tured Interest  Unpaid."  i 
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The  interest  accrued  upon  any  judgment  against  the  accounting 
company  shall  not  be  credited  to  this  account,  but  to  the  account  to 
which  such  judgment  stands  credited. 

233.     MISCELLANEOUS  ACCRUED  LIABILITIES. 

This  account  shall  include  the  balances  in  all  accounts  representing 
accrued  liabilities  other  than  interest  or  taxes. 

241.    ADVANCES  FROM  AFFILIATED  COMPANIES. 

This  account  shall  include  the  par  value  of  non-negotiable  notes 
due  to  affiliated  companies,  credit  balances  in  open  accounts  with  such 
companies  other  than  credit  balances  in  current  accounts  classable  as 
current  liabilities,  and  interest  accrued  on  notes  and  open  accounts 
included  in  this  account  when  such  interest  is  not  subject  to  current 
settlement.  Two  companies  are  affiliated  if  either  one  controls  the 
policy  of  the  other,  or  if  both  are  subject  to  the  same  control. 

This  account  shall  be  sub-divided  as  follows : 

a.  Notes,  including  both  time  and  demand  notes ; 

b.  Open  accounts  not  subject  to  current  settlement ; 

c.  Interest  accrued  on  amounts  included  in  this  account  when  not 
subject  to  current  settlement. 

Accounts  with  affiliated  companies  which  are  subject  to  current 
settlement,  such  as  charges  for  materials  and  supplies  currently  fur- 
nished, charges  for  repairs  to  equipment,  etc.,  shall  be  classed  as  cur- 
rent assets  or  current  liabilities  as  may  be  appropriate.  Negotiable 
notes  due  to  affiliated  companies  shall  not  be  included  in  this  account 
but  in  account  No.  221,  "Notes  Payable." 

251.     RETIREMENT  RESERVE. 

To  this  account  shall  be  credited  such  amounts  as  are  charged  to 
the  operating  expense  account,  "Retirement  Expense,"  to  cover  the 
retirement  loss  represented  by  the  excess  of  the  original  cost  plus 
cost  of  dismantling,  over  the  salvage  value  of  fixed  capital  retired 
from  service ;  to  this  account  shall  also  be  credited  such  amounts  as 
may  be  appropriated  from  surplus  for  a  similar  purpose.  When  any 
fixed  capital  is  retired  from  service,  the  original  cost  thereof  (estimated 
if  not  known,  and  where  estimated,  the  facts  on  which  the  estimate  is 
based  should  be  stated  in  the  entry)  should  be  credited  to  the  proper 
fixed  capital  account  and  charged,  plus  the  cost  of  retirement,  less 
salvage,  to  this  account.  If  the  credit  balance  in  this  account  is 
insufficient  to  cover  the  retirement  loss,  the  excess  over  the  balance 
contained  in  the  reserve  shall  (with  the  consent  of  the  regulatory 
commission)  be  charged  to  account  No.  132,  "Property  Abandoned," 
which  see,  or  to  other  appropriate  account. 

The  losses  which  this  account  is  intended  to  cover  are  those  incident 
to  important  retirements  of  buildings,  of  large  sections  of  continuous 
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structures  like  gas  mains,  or  of  definitely  identifiable  units  of  plant 
or  equipment,  and  the  object  of  the  account  is  that  the  burden  of  such 
losses  may  be  as  nearly  as  is  practicable  equalized  from  year  to  year. 

NOTE  A. — When  property  is  retired  whose  ledger  value  has  been  reduced 
below  original  cost,  only  the  remaining  ledger  value  shall  be  written  off  as  retire- 
ment loss. 

NOTE  B. — When  any  property  is  retired  whose  ledger  value  is  greater  than 
the  known  or  estimated  cost,  such  excess  shall  be  charged  to  Profit  and  Loss. 

NOTE  C. — If  any  property  is  sold  for  more  than  its  original  cost,  the  excess 
of  its  selling  price  over  the  cost  of  the  property  plus  the  cost  of  dismantling 
and  selling,  shall  be  credited  to  this  account. 

NOTE  D. — If  the  accounting  company  has,  previous  to  the  effective  date  of  this 
uniform  classification  of  accounts,  maintained  a  reserve  under  some  other  title, 
such  as  "Depreciation  Reserve"  for  the  purpose  of  equalizing  retirement  losses, 
the  balance  in  such  reserve,  as  at  the  effective  date  of  this  classification,  shall 
be  transferred  to  this  account. 


252.  CASUALTY  AND  INSURANCE  RESERVE. 

When  any  admitted  liability  arises  because  of  loss  or  damage  to 
the  property  of  others,  or  of  injuries  to  employees  or  other  persons, 
the  amount  of  the  liability  may  (if  not  previously  provided  for  by 
insurance  or  self-insurance)  be  charged  to  the  appropriate  operating 
expense  or  other  accounts  and  credited  to  this  account  against  which 
(in  such  case)  the  actual  cost  of  satisfaction  of  the  liability  shall  be 
charged  when  the  matter  is  determined.  If  the  extent  of  the  liability 
can  not  be  ascertained  promptly  after  the  liability  arises,  it  may  be 
estimated  as  accurately  as  practicable  for  the  purpose  of  determining 
the  immediate  charge  to  the  expense  or  other  appropriate  account,  in 
which  case  the  matter  shall  be  adjusted  when  the  extent  of  the  liability 
is  definitely  ascertained.  If  the  loss  is  of  such  character  that  it  is  in 
whole  or  in  part  indemnifiable  under  any  contract  of  insurance  carried 
by  the  accounting  company,  the  irudemnifiable  portion  of  the  loss  shall 
be  charged  to  the  insurer  and  credited  to  "Casualty  and  Insurance 
Reserve."  This  account  shall  also  include  the  amounts  charged  to  the 
operating  expense  account  "Insurance"  to  cover  self-carried  risks. 


253.    UNAMORTIZED  PREMIUM  ON  DEBT. 

When  long-term  debt  securities  or  other  evidences  of  indebtedness 
are  disposed  of  for  a  consideration  whose  cash  value  (exclusive  of 
accrued  interest)  is  greater  than  the  par  value  of  such  securities  or 
other  evidences  of  indebtedness,  the  excess  of  such  cash  value  of  the 
consideration  received  over  the  par  value  of  the  securities  or  other 
evidences  of  indebtedness  shall  be  credited  to  this  account.  At  regular 
accounting  intervals  thereafter  a  proper  portion  of  such  premium,  based 
upon  the  life  of  the  security  or  other  evidence  of  indebtedness  to 
maturity,  shall  be  charged  to  this  account  and  credited  to  account  No. 
434,  "Amortization  of  Premium  on  Debt,"  in  the  income  account. 
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254.  SINKING  FUND  RESERVES. 

This  account  shall  include  the  net  balances  in  accounts  to  which  are 
credited,  in  accordance  with  the  requirement  of  mortgages  and  other 
contracts,  or  by  action  of  the  company's  directors,  definite  appropria- 
tions of  income  and  surplus  whether  held  in  general  funds  or  specifically 
set  aside  in  the  hands  of  trustees,  for  the  purpose  of  retiring  or  redeem- 
ing bonds  or  other  obligations  of  the  accounting  company.  It  shall  also 
include  such  accretions  from  the  investment  of  funds  specifically  set 
aside  for  the  above  described  purpose  as  are  required  to  be  added  to 
the  reserve. 

\Yhen  the  debt  which  the  sinking  fund  is  created  to  redeem  matures 
and  the  fund  has  accomplished  its  purpose,  the  balance  in  the  reserve 
shall  be  charged  to  this  account  and  credited  to  Profit  and  Loss.  If  the 
mortgage  or  other  obligation  permits,  the  par  value  of  bonds  or  other 
evidences  of  indebtedness  issued  or  assumed  by  the  accounting  company 
which  are  reacquired  through  the  operations  of  a  sinking  fund  may  be 
charged  to  this  account  and  credited  to  Profit  and  Loss  when  and  as 
such  bonds  or  other  evidences  of  indebtedness  are  acquired. 

255.  CONTRIBUTIONS  FOR  EXTENSIONS. 

To  this  account  shall  be  credited  contributions  in  money  or  property 
made  to  the  accounting  company  for  the  purpose  of  assuming  the  bur- 
den or  any  part  of  the  burden  represented  by  the  investment  necessary 
for  the  establishment  or  extension  of  services  rendered  by  the  company. 
This  covers  such  items  as  contributions  toward  the  cost  of  line  exten- 
sions in  sparsely  settled  territory  made  by  consumers,  either  voluntarily 
or  when  reasonably  required  by  the  company  as  a  condition  of  giving 
the  desired  service,  and  the  cost  of  services  to  which  the  company  has 
title,  in  so  far  as  such  cost  is  borne  by  the  consumer ;  it  also  covers 
grants  from  municipal  or  other  governmental  bodies  or  contributions 
from  chambers  of  commerce  and  similar  organizations  made  with  the 
object  of  establishing  a  new  service  in  the  community  by  assuming  part 
of  the  investment  cost  of  the  enterprise. 

NOTE.— This  does  not  include  advances  for  the  construction  of  extensions 
which  are  ultimately  to  be  repaid  the  consumer. 

256.  CONTINGENCY  RESERVE. 

This  account  shall  include  such  amounts  as  the  accounting  company 
may  desire  to  set  aside  to  provide  against  unforeseen  contingencies. 

• 

257.  MISCELLANEOUS  RESERVES. 

This  account  shall  include  the  balances  in  all  reserves  other  than 
those  provided  for  in  the  six  preceding  accounts.  (A  description  of 
each  such  reserve  giving  the  purpose  for  which  it  is  created  and  a 
summary  of  debits  and  credits  thereto  during  the  year  may  be  required 
in  annual  reports  to  the  regulatory  commission). 

NOTE. — If  the  accounting  company  maintains  operating  reserves  for  the  purpose 
of  equalizing  expenses  from  month  to  month,  such  reserve  shall  be  cleared 
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annually  unless  there  remains  a  credit  balance  due  to  the  non-completion  of 
maintenance  work  because  of  adverse  labor  conditions,  non-receipt  of  material, 
or  other  similar  reasons,  in  which  case  such  part  of  the  balance  as  is  applicable 
to  unfinished  work  may  be  carried  over  to  the  following  year.  Under  no 
circumstances  shall  a  debit  balance  be  carried  over  the  year. 

261.    MISCELLANEOUS  UNADJUSTED  CREDITS. 

This  account  shall  include  the  amount  of  credit  balances  in  suspense 
accounts  that  can  not  be  entirely  cleared  and  disposed  of  until  addi- 
tional information  is  received. 

270.     PROFIT  AND  LOSS— SURPLUS. 

Under  this  head  shall  be  shown  the  credit  balance,  if  any,  in  the 
Profit  and  Loss  account.  (See  "  Profit  and  Loss  Account — General 
Instructions  and  Definitions,"  Section  1,  Page  57). 
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FIXED  CAPITAL  ACCOUNTS 

INTANGIBLE  FIXED  CAPITAL: 

301.  Organization 

302.  Franchises 

303.  Miscellaneous  intangible  capital 

TANGIBLE  FIXED  CAPITAL : 
Specific  accounts: 

311.  Land 

a.  Land  occupied  by  gas  works 

b.  Land  occupied  by  outside  holder  stations 

c.  Rights  of  way 

d.  Water  rights 

e.  General  office  land 

f.  Miscellaneous  land  devoted  to  gas  operations: 
fl.     Stores  department  land 

f2.     General  shops  land 
f3.     Garage  land,  etc. 

312.  Structures 

a.  Works  and  station  structures 

b.  Holders 

c.  General  office  structures 

d.  Miscellaneous  structures  devoted  to  gas  operations 
dl.     Store  department  structures 

d2.     General  shop  structures 
d3.     Garage  structures,  etc. 

313.  Boiler  plant  equipment 

314.  Steam  engines 

315.  Internal  combustion  engines 

316.  Accessory  power  equipment 

317.  Benches  and  retorts 

318.  W'ater  gas  sets 

319.  Purification  apparatus 

320.  Accessory  works  equipment 

321.  Mains 

322.  Services 

323.  Consumers'  meters 

324.  Consumers'  meter  installation 

325.  Street  lighting  equipment 

326.  Gas  appliances 

327.  General  equipment 

a.  General  office  equipment 

b.  Shop  equipment 

c.  Stores  equipment 

d.  Transportation  equipment 
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e.  Telephone,  telegraph,  and  wireless  system 

f.  Laboratory  equipment 

g.  Miscellaneous  equipment 
328.  Miscellaneous  tangible  capital 

Overhead  costs  and  undistributed  items:  ' 

351.  Engineering  and  superintendence 

352.  Law  expenditures  during  construction 

353.  Injuries  and  damages  during  construction 

354.  Taxes  during  construction 

355.  Interest  during  construction 

356.  Miscellaneous  construction  expenditures 

357.  Fixed  capital  not  classified  by  prescribed  accounts 

358.  Cost  of  plant  and  equipment  purchased 

359.  Unfinished  construction 
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FIXED  CAPITAL  ACCOUNTS 
GENERAL  INSTRUCTIONS  AND  DEFINITIONS 

1.  Fixed  Capital  Defined. — By  the  fixed  capital  of  a  corpora- 
tion is  meant  the  property,  both  tangible  and  intangible,  which  is  de- 
voted to  the  accomplishment  of  the  principal  purposes  of  its  business 
and  which  has  an  expectation  of  life  in  service  of  more  than  one  year 
from  date  of  installation  in  service. 

2.  Tangible  and  Intangible  Capital  and  Overhead  Costs. — Tang- 
ible   capital    covers    all    physical    property    classed    as    fixed    capital. 
Charges  to  specific  accounts  for  tangible  property  cover  direct  labor 
and  material  costs  up  to  and  including  the  time  of  the  foreman  super- 
vising the  job ;  also  such  overhead  expenditures  for  engineering,  taxes 
during  construction,  etc.,  as  can  be  allocated  to  definite  items  of  prop- 
erty.    Charges  to  overhead  cost  accounts  should  cover  only  expendi- 
tures of  this  nature  which  pertain  to  the  enterprise  as  a  whole  and 
cannot  be  allocated  to  definite  items  of  property.     Intangible  capital 
covers  organization   expenditures,   and  rights,   privileges,   and   other 
property  not  physical,  such  as  franchises  or  patent  rights. 

So  far  as  possible  overhead  costs  should  be  assigned  or  apportioned 
to  particular  jobs  or  items  to  the  end  that  each  item  shall  bear  its 
proper  share  of  such  cost,  and  that  the  entire  cost  of  the  item,  both 
direct  and  overhead,  shall  be  deducted  from  the  fixed  capital  accounts 
at  the  time  of  its  retirement.  Certain  overhead  costs,  however,  which 
clearly  pertain  to  the  entire  enterprise,  such  as  in  some  cases  engi- 
neering, interest,  etc.,  should  not  be  apportioned,  but  retained  in  the 
appropriate  fixed  capital  accounts  as  part  of  the  investment  cost  so 
long  as  the  enterprise  continues  under  the  form  in  which  it  started. 

These  instructions  should  not  be  interpreted  as  permitting  the 
addition  to  fixed  capital  accounts  of  arbitrary  percentages  to  cover 
assumed  overhead  costs,  but  only  as  requiring  the  assignment  or  appor- 
tionment to  particular  accounts  for  tangible  property  of  actual  and 
necessary  overhead  expenditures. 

3.  Fixed  Capital  to  be  Entered  and  Retained  on  Books  at  Cost. 
— All  charges  to  fixed  capital  accounts  shall  be  at  the  actual  cost  of 
the  property  acquired,  at  the  time  of  its  acquisition.     A  bona  fide 
contract  or  agreement  of  purchase  and  sale  between  entirely  separate 
parties  shall  be  prhna  facie  evidence  of  actual  cost.     Each  item  of 
property  shall  be  carried  in  the  fixed  capital  accounts  at  no  more,  and 
no  less,  than  its  actual  cost  unless,  or  until,  such  property  is  abandoned, 
replaced,  reconstructed,  or  converted,  when  the  accounting  shall  be 
as  hereinafter  set  forth.     The  foregoing  shall  not,  however,  be  in- 
terpreted to  forbid  the  inclusion  in  account  No.  357,  "  Fixed  Capital 
Not  Classified  by  Prescribed  Accounts  "  of  undistributed  book  values 
which  have  been  carried  prior  to  the  effective  date  of  a  prescribed 
uniform  system  of  accounts,  and  which  may  or  may  not  represent  the 
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actual  cost  of  property  in  service ;  but  the  inclusion  of  such  undis- 
tributed book  values  in  fixed  capital  accounts  shall  be  without  preju- 
dice to  any  future  determination  of  the  actual  cost  of  the  property. 
The  term  "  cost  "  includes  not  only  the  cost  of  labor,  material,  and 
supplies  directly  employed  or  consumed  in  the  construction  and  in- 
stallation of  fixed  capital,  but  also  the  cost  of  preliminary  plans  and 
surveys  and  such  portion  of  the  expenses  for  engineering  and  plant 
supervision  and  of  general  expenses  as  may  be  chargeable  to  the  fixed 
capital  accounts  under  an  equitable  plan  for  apportionment  of  such 
expenses. 

4.  First  Entries   Must  Enable   Identification. — Every   debit  or 
credit  to  a  fixed  capital  or  other  investment  account  must  be  made  in 
such  wise  as  to  be  readily  identified  with  the  particular  item  of  prop- 
erty to  which  it  relates.     For  each  item  (or  project)  of  fixed  capital 
or  other  investment  the  records  shall  show  the  date  of  the  entry,  the 
date  of  acquisition  or  installation,  the  date  when  placed  in  service,  the 
actual  money  cost,  and  the  description  thereof  with  such  particularity 
as  to  make  possible  the  location  and  identification  thereof  (including, 
in  case  the  item  is  movable,  the  name  of  the  manufacturer  and  the 
identifying  mark  or  number,  if  any,  imprinted  thereon,  and  such  other 
particulars  as  may  be  necessary  for  identification).     Where  two  or 
more  items  are  acquired  under  a  single  undivided  contract,  the  entry 
in  respect  of  each  shall  refer  to  the  others  and  shall  state  the  entire 
consideration,  and  shall  also  state  the  portion  thereof  fairly  applicable 
to  the  particular  item  covered  by  the  entry.    When  any  item  of  capital 
is  withdrawn  from  service,  the  date  of  withdrawal  shall  be  included 
in  the  withdrawal  entry  relating  to  such  item. 

NOTE  A. — In  the  case  of  continuous  structures  like  electric  lines,  gas  mains, 
etc.,  the  record  shall  be  itemized  to  the  extent  that  no  item  shall  contain  more 
than  one  operating  division  or  section  or  more  than  one  type  of  construction. 
The  entry  for  any  item  shall  so  specify  the  location  and  the  principal  physical 
'characteristics  (such  as  size,  weight,  type,  etc.)  of  the  chief  constituent  parts  of 
the  item  that  identification  may  be  assured. 

NOTE  B. — The  date  when  an  item  of  fixed  capital  is  placed  in  service  may,  if 
preferred,  be  kept  in  the  engineering  records. 

5.  Application  of   Classification. — The  accounts  in  this  classi- 
fication shall  include  all  expenditures  for  fixed  capital,  regardless  of 
the  way  in  which  the  funds  for  the  construction  or  acquisition  have 
been  provided.     Such  expenditures  shall  not  be  charged  to  Operating 
Expense,  Income,  Surplus,  or  to  special  funds  in  such  manner  as  to 
exclude  from  the  property  accounts  any  expenditure  for  fixed  capital. 

These  accounts  shall  also  include  the  necessary  credits  to  represent 
the  cost  originally  charged  to  them  of  property  or  equipment  aban- 
doned, destroyed,  sold,  or  otherwise  retired  from  service.  \Vherever 
the  term  original  cost  is  referred  to  in  this  classification,  and  such  cost 
can  not  be  ascertained,  an  estimate  of  the  original  cost  shall  be  used. 

6.  Salvage  and  Insurance. — Salvage,  as  the  term  is  employed 
in  this  classification,  means  the  value  to  the  accounting  company,  based 
upon  a  fair  market  price,  of  equipment  or  other  material  recovered 
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in  the  process  of  repairing,  replacing,  or  abandoning  plant  and  equip- 
ment ;  or  the  net  amount  received  from  its  sale  if  the  material  is  not 
retained  by  the  accounting  company.  Salvage  recovered  in  connection 
with  a  replacement  or  abandonment  involving  a  deduction  from  fixed 
capital  accounts,  shall  be  credited  against  the  account  to  which  the 
retirement  loss  is  chargeable.  Salvage  recovered  in  connection  with 
maintenance  expenses  not  involving  deductions  from  fixed  capital 
accounts  shall,  so  far  as  practicable,  be  credited  to  the  appropriate 
maintenance  accounts.  Insurance  recovered  on  property  damaged  or 
destroyed  shall  be  treated  in  the  same  manner  as  salvage. 

7.  Withdrawals  or  Retirements. — To  the  end  that  the  capital 
accounts  shall  at  all  times  disclose  the  cost  of  all  property  in  service, 
the  cost  of  retired  capital,  whether  replaced  or  not,  must  be  deducted 
from  (i.  e.,  credited  to)  the  account,  or  accounts,  in  this  classification 
to  which  such  cost  is  chargeable.  Every  gas  corporation  is  therefore 
required  to  take  such  measures  and  establish  such  procedure  as  will 
insure  strict  compliance  with  these  requirements.  When  anything  is 
worn  out,  lost,  sold,  destroyed,  abandoned,  surrendered  upon  lapse  of 
title,  becomes  permanently  unserviceable,  or  is  withdrawn  or  retired 
from  service  for  any  other  reason,  the  amount  at  which  such  thing 
stood  charged  in  the  capital  account  shall  be  credited  to  the  appropriate 
capital  account,  and  the  entry  of  such  credit  shall  cite  by  name  and 
page  of  book  or  other  record  the  original  entry  of  cost  of  the  thing 
retired.  If  there  is  no  such  original  entry,  that  fact  shall  be  stated  in 
connection  with  the  credit  entry.  If  the  amount  originally  charged 
(i.  e.,  the  ledger  value)  is  not  separately  recorded,  it  shall  be  taken  to 
be  the  proportionate  share  of  said  property  in  the  value  of  the  entire 
group  in  which  the  property  is  included.  The  entry  shall  state  the  fact 
of  such  estimation. 

Credits  for  original  cost  of  property  retired  should  include  such 
part  of  the  overhead  costs  as  is  equitably  assignable  to  the  item 
retired. 

When  the  cost  of  retired  property  is  credited  to  the  appropriate 
fixed  capital  account,  it  shall  be  concurrently  charged  (less  any  salvage 
or  insurance  that  there  may  be  on  the  retired  property)  to  account 
No.  251,  "  Retirement  Reserve,"  to  the  extent  that  the  total  balance 
in  the  reserve  is  sufficient  to  cover  such  loss ;  the  remainder,  if  any, 
representing  such  part  of  the  loss  due  to  the  retirement  as  has  not 
been  provided  for  in  advance  by  the  accumulation  of  a  retirement 
reserve,  shall,  with  the  consent  of  the  regulatory  commission,  be 
charged  to  suspense  account  No.  132,  "  Property  Abandoned,"  to  be 
amortized  in  such  manner  as  may  be  determined. 

The  cost  of  dismantling,  tearing  down,  or  removing  any  discarded 
plant  or  equipment  shall  be  considered  a  part  of  the  retirement  loss 
and  charged  to  the  "  Retirement  Reserve  "  or  to  "  Property  Aban- 
doned "  in  accordance  with  the  provisions  of  the  foregoing  paragraph. 
When  any  replacement  takes  the  form  of  reconstructing  or  converting 
existing  property  in  such  a  way  that  the  cost  of  the  entire  project 
can  not  be  accurately  assigned  as  between  the  cost  of  putting  in  the 
new  property,  and  the  cost  of  taking  out  the  old,  no  greater  proportion 
of  the  cost  of  the  project  shall  be  charged  to  fixed  capital  accounts 
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than  would  equal  the  cost  of  new  plant  or  equipment  having  equivalent 
capacity  and  expectation  of  serviceable  life.  Such  part  of  the  cost  of 
a  reconstruction  project  as  is  not  chargeable  to  fixed  capital  shall  be 
considered  a  retirement  loss  and  charged  to  the  "  Retirement  Reserve  " 
or  to  "  Property  Abandoned  "  as  already  provided. 

The  foregoing  instructions  do  not  apply  to  the  retirement  of  those 
minor  parts,  the  charges  for  replacing  which  are  made  directly  to 
maintenance  expense  accounts. 

NOTE  A. — The  foregoing  rule  shall  not  apply  to  capital  temporarily  out  of 
service,  provided  such  period  of  temporary  disuse  does  not  exceed  two  years. 
In  their  annual  reports  to*  the  regulatory  commission,  corporations  may  be  required 
to  give  particulars  concerning  all  capital  temporarily  disused  and  not  credited  to 
the  proper  capital  account  in  accordance  with  the  foregoing  rule. 

NOTE  B. — No  receiver  or  other  person  temporarily  in  charge  of  a  gas  corpora- 
tion shall  be  relieved  of  the  foregoing  requirement  through  failure  to  obtain  the 
records  of  the  corporation.  If,  by  reason  of  the  absence  of  the  corporate  records, 
he  is  unable  to  make  the  proper  credits  to  the  capital  accounts  of  the  corporation 
for  retirements,  he  shall  open  on  his  books  the  two  historical  accounts  "  Cost  of 
Property  Retired  during  the  Receivership "  and  "  Loss  on  Property  Retired 
during  the  Receivership,"  and  credit  to  the  former  account  the  original  cost  in 
accordance  with  the  foregoing  requirement,  concurrently  charging  the  same 
amount  (less  salvage,  if  any)  to  the  latter  account. 

8.  Improvements  on  Leased  Property. — The  cost  of  additions 
to  and  betterments  of  leased  property  should  be  charged  to  a  sub- 
account  under  the  appropriate  fixed  capital  account,  and  retirement 
losses   in   connection  therewith  treated  in   the   same   manner   as   on 
company-owned  property.     In  case  the  full  benefit  of  improvements 
will  not  be  obtained  by  the  lessee  because  of  reversion  to  the  lessor  at 
the  expiration  of  the  lease,  the  cost  of  improvements  may  be  charged 
to  suspense  and  cleared  by  uniform  charges  to  rent  deductions  within 
the  period  of  the  lease.     Ordinary  current  repairs,  including  minor 
rearrangements  and  charges  in  connection  with  leased  building,  should 
be  charged  to  the  appropriate   maintenance   account.     Expenditures 
charged  to  lessors  or  for  which  lessors  are  required  under  the  lease- 
hold agreement  to  reimburse  the  lessee  prior  to  the  termination  of  the 
lease  should  not  be  charged  to  the  fixed  capital  accounts  of  the  lessee. 

9.  Salvage  from  Equipment,  Tools,  Etc. — When  the  cost  of  any 
work  -equipment,  machinery,  tools,  or  materials  and  supplies  obtained 
for  use  in  construction  work  has  been  charged  to  accounts  in  this 
classification  and  the  entire  value  thereof  has  not  been  consumed  in 
the  work,  the  residual  value  of  such  work  equipment,  machinery,  tools, 
or  materials  and  supplies  shall  be  credited  upon  the  completion  of  the 
work  to  the  accounts  to  which  originally  charged,  and  concurrently 
charged   to   the   material   and   supply   account   or  .other   appropriate 
accounts. 

10.  Sub-accounts  for  Departmental  Capital. — The  fixed  capital 
accounts  should  be  so  subdivided  as  to  distinguish  clearly  between  gen- 
eral capital  and  departmental"  capital.     Sub-accounts  for  departmental 
capital  should  be  so"  entitled  and  constructed  as  to  enable  the  corpora- 
tion to  report  in  the  detail  indicated  in  the  following  classification  the 
fixed  capital  devoted  to  each  particular  department  or  jointly  to  any 
specified  group  of  departments. 
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TEXT  PERTAINING  TO  FIXED  CAPITAL  ACCOUNTS 

NOTE. — If  the  accounting  company  operates  two  or  more  gas  plants,  separate 
sub-accounts  should  be  maintained  for  the  land,  structures,  and  equipment  per- 
taining to  each  such  plant. 

301.  ORGANIZATION.    . 

This  account  shall  include  all  fees  paid  to  governments  for  the 
privilege  of  incorporation  and  all  office  and  other  expenditure  incident 
to  organizing  the  corporation  or  other  enterprise  and  putting  it  into 
readiness  to  do  business.  This  covers  cost  of  preparing  and  distribut- 
ing prospectuses,  cost  of  soliciting  subscriptions  for  stock  (but  not 
for  loans  or  for  the  purchase  of  bonds  or  other  evidence  of  indebted- 
ness), cash  fees  paid  to  promoters  and  the  actual  cash  value  at  the 
time  of  organization  of  securities  paid  to  promoters  for  their  services 
in  organizing  the  enterprise,  counsel  fees,  cost  of  preparing  and  issu- 
ing certificates  of  stock  and  cost  of  procuring  certificates  of  necessity 
from  state  authorities  and  other  like  costs ;  also  costs  incident  to  pre- 
paring and  filling  certificates  or  authorization  of  increase  of  capital 
stock  and  to  the  negotiation  and  issue  of  stock  thereunder,  and  of 
preparing  and  filing  certificates  of  amendment  of  articles  of  incorpora- 
tion. This  account  should  not  include  any  discount  on  stocks  or  other 
securities  issued,  nor  should  it  include  any  costs  incident  to  negotiating 
loans  or  selling  bonds  or  other  evidences  of  indebtedness. 

NOTE. — Cost  of  preparing  and  filing  papers  in  connection  with  the  extension 
of  the  term  of  incorporation  or  with  reincorporation  consequent  upon  reorganiza- 
tion should  be  charged  to  account  No.  781.24,  "Law  Expenses,"  or,  by  com- 
panies in  "  Class  C  "  or  "  Class  D,"  to  the  account  of  which  "  Law  Expenses  "  is  a 
subdivision. 

302.  FRANCHISES. 

This  account  shall  include  amounts  actually  paid  to  a  state  or  to  a 
political  subdivision  thereof  in  consideration  of  franchises  running  in 
perpetuity  or  for  a  specified  term  of  more  than  one  year  and  necessary 
to  the  conduct  of  the  accounting  company's  operations.  If  any  such 
franchise  is  acquired  by  a  mesne  assignment,  the  charge  to  this  account 
in  respect  thereof  should  not  exceed  the  amount  actually  paid  therefor 
by  the  corporation  to  its  assignor,  nor  should  it  exceed  the  amount 
specified  above.  Any  excess  of  the  amount  actually  paid  by  the  cor- 
poration over  the  amount  above  specified  should  be  charged  to  account 
No.  303  "  Miscellaneous  Intangible  Capital." 

303.  MISCELLANEOUS  INTANGIBLE  CAPITAL. 

This  account  shall  include  the  cost  of  patent  rights,  licenses,  privi- 
leges, and  other  intangible  property  not  elsewhere  provided  for;  and 
all  other  fixed  capital  charges  which  are  not  specifically  assignable 
to  some  other  account  in  this  classification. 

NoxE.^When  any  corporation  desires  to  reclassify,  according  to  the  Uniform 
System  of  Accounts,  the  book  accounts  representing  its  investment  in  plant  and 
equipment  prior  to  the  effective  date  of  this  classification,  any  remainder  of  the 


32  FIXED  CAPITAL  ACCOUNTS 

original  total  book  value  over  the  amount  determined  as  properly  chargeable  to 
other  prescribed  accounts  (including  profit  and  loss  or  reserve  accounts  in  cases 
where  it  is  found  that  part  of  the  original  total  book  value  is  properly  chargeable 
to  such  accounts)  may  be  charged  to  "  Miscellaneous  Intangible  Capital."  When 
such  a  reclassification  .is  undertaken  by  the  accounting  company  (and  has  not 
been  passed  upon  by  the  regulatory  commission,  acceptance  by  the  commission 
of  reports  showing  the  revised  balances  shall  not  commit  it  to  the  approval  of 
the  amounts  thus  set  up. 

311.    LAND. 

This  account  shall  include  the  cost  of  all  land  which  is  devoted  to 
gas  operations.  This  covers  land  occupied  by  gas  works  and  their 
appurtenances  and  rights  of  way  for  transmission  lines  and  other 
pipe  lines  where  such  rights  have  lives  in  excess  of  one  year  from  the 
date  when  such  land  is  placed  in  service.  Such  cost  includes,  when 
assumed  or  paid  by  the  purchaser  in  its  own  behalf,  cost  of  registra- 
tion of  title,  cost  of  examination  of  title,  conveyancer's  and  notary's 
fees,  purchasing  agent's  commission  or  fees,  or  proportion  of  purchas- 
ing agent's  salary,  taxes  accrued  to  date  of  transfer  of  title,  and  all 
liens  upon  the  title  acquired;  cost  of  obtaining  consents  and  payments 
for  abutting  damages;  also  the  first  cost  of  acquiring  leaseholds  of 
land  for  rights  of  way  with  a  life  of  more  than  one  year,  but  not 
including  the  rents  paid  periodically  in  consideration  of  rights  obtained 
under  such  leases. 

This  account  also  includes  special  assessments  levied  by  public 
authorities  on  the  basis  of  benefits  for  streets  and  other  public  im- 
provements, such  as  new  roads,  new  bridges,  new  sewers,  new  pave- 
ments, new  curbing,  etc.,  but  not  any  taxes  levied  to  provide  for 
maintenance  of  such  improvements. 

The  cost  of  buildings  and  other  improvements  should  not  be  in- 
cluded in  this  account.  If  at  the  time  of  acquisition  of  an  interest  in 
lands  it  extends  to  buildings  or  other  improvements  thereon,  which 
improvements  are  devoted  by  the  accounting  company  to  its  gas  opera- 
tions, and  the  contract  of  acquisition  does  not  determine  the  price  of 
such  improvements,  they  should  be  appraised  at  their  fair  cash  value 
for  use  in  such  operations,  and  such  appraised  value  should  be  charged 
to  the  appropriate  structures  account,  and  excluded  from  this  account. 
If  such  improvements  are  not  devoted  to  gas  operations  but  are 
devoted  to  other  operations  or  held  as  investments,  the  cost  (or 
appraised  value  if  the  cost  is  not  determined  in  the  contract  of  acqui- 
sition) should  be  charged  to  the  appropriate  investment  account  or 
capital  account  for  other  operation.  If  the  improvements  are  removed 
or  wrecked,  the  cost  of  removing  or  wrecking  them  should  be  charged 
and  the  salvage  credited  to  the  land  account. 

Net  proceeds  from  the  sale  of  timber,  cordwood,  or  other  property 
purchased  with  rights  of  way  or  other  lands  should  be  credited  to 
this  account. 

This  account  may  be  subdivided  as  follows,  and  so  far  as  practicable, 
records  of  the  cost  of  land  devoted  to  gas  operations  should  be  kept 
in  the  detail  indicated.  Separate  record  shall  be  maintained  for  each 
outside  holder  station,  and,  so  far  as  practicable,  for  each  transmission 
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or  distribution  line  having  its  own  private  right  of  way.  Land  used 
both  for  general  office  and  departmental  purposes  may  be  classed  as 
"  Miscellaneous."  When  the  general  office  is  in  the  gas  works,  the  land 
shall  be  considered  gas  works  land. 

a.  Land  occupied  by  gas  works. 

b.  Land  occupied  by  outside  holder  stations. 

c.  Rights  of  way. 

d.  Water  rights. 

e.  General  office  land. 

f.  Miscellaneous  land  devoted  to  gas  operations, 
fl.     Stores  department  land. 

f2.     General  shops  land. 
f3.     Garage  land,  etc. 

312.  STRUCTURES. 

This  account  shall  include  all  permanent  buildings  and  structures  to 
house,  support,  or  safeguard  property  or  persons,  with  all  appurtenant 
fixtures,  improvements  to  land,  and  other  constructions. 

Buildings  shall  include  all  fixtures  attached  to  and  forming  a  pan 
thereof,  such  as  water  pipes  and  fixtures,  steam  pipes  and  fixtures 
for  heating  and  ventilating,  gas  pipes  and  fixtures  for  lighting,  etc., 
electric  wiring  and  fixtures  for  lighting,  signaling,  etc.,  elevators, 
cranes  and  hoists  and  the  motive  power  for  operating  them,  building 
refrigerating  systems  and  furnaces,  boilers,  etc.,  specially  provided 
for  such  systems,  storage  batteries  and  electric  generators  with  their 
prime  movers  specially  provided  for  building  service,  conduits,  includ- 
ing cable  conduits  which  form  a  part  of  the  building,  but  not  including 
conduits  which  would  be  removed  with  their  contents,  and  subways  or 
areaways  directly  connected  to  and  forming  a  part  of  the  building. 
This  account  also  includes  cost  of  excavations,  brick  or  concrete  chim- 
neys and  such  piers  and  foundations  for  machinery  and  apparatus  as 
are  designed  to  be  as  permanent  as  the  buildings  and  independent  of 
their  use  in  connection  with  any  particular  units  of  equipment.  Charge 
also  the  cost  of  architect's  plans  and  of  superintendence  of  construction. 

Improvements  to  land  include  roadways,  fences,  sidewalks,  sewer 
systems,  water  systems,  yard  lighting  system,  grading  and  landscape 
gardening,  docks  and  water  front  improvements,  railroad  tracks,  tram- 
ways and  trestles,  canals,  bench  marks,  monuments,  and  any  other 
permanent  structures  which  are  an  improvement  to  the  property. 

This  account  may  be  subdivided  as  follows  and  so  far  as  practicable 
records  of  the  cost  of  structure  devoted  to  gas  operations  should  be  kept 
in  the  detail  indicated.  Structures  used  both  for  general  offices  and  de- 
partmental purposes  may  be  classed  as  "  Miscellaneous."  When  the 
general  office  is  in  the  gas  works,  the  building  shall  be  considered  a 
works  structure.  When  the  system  for  supplying  boiler  or  condenser 
water  is  elaborate,  as  when  it  includes  a  dam,  reservoir,  canal,  and 
pipe  line,  the  cost  should  be  charged  to  a  special  sub-account  entitled 
"  Water  supply  structures — Steam." 

Works  and  station  structures  include  retort  houses,  generator  houses, 
purifier  houses,  engine  houses,  boiler  houses,  (including  brick  or  con- 
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crete  chimneys)  meter  Houses,  relief  holders,  coal  sheds,  coke  sheds, 
tar  houses,  oil  tanks,  tar  wells,  and  other  structures  for  storage  of  fuel 
to  be  consumed  or  carbonized  in  the  production  of  gas  and  the  opera- 
tions auxiliary  thereto ;  structures  for  residuals  and  by-products ; 
appurtenant  walks,  fences,  driveways,  tramways,  trestles,  etc.,  and 
all  fixtures  permanently  attached  to  such  structures  and  made  a  part 
thereof.  This  subdivision  also  includes  all  buildings  and  structures 
at  outlying  holder  stations  except  the  holders  and  their  appurtenances. 
Holders  include  tanks,  foundations^,  framework,  guides,  pulleys,  etc., 
and  inlet  and  outlet  valves  of  such  holders ;  but  holder  housings  ana 
relief  holders  should  be  included  with  "  Works  and  station  structures." 

a.  Works  and  station  structures. 

b.  Holders. 

c.  General  office  structures. 

d.  Miscellaneous  structures  devoted  to  gas  operations, 
dl.     Store  department  structures. 

d2.     General  shop  structures. 
d3.     Garage  structures,  etc. 

NOTE  A. — When  furnaces  and  boiler?  are  used  primarily  for  furnishing  steam 
for  some  particular  department  and  only  incidentally  for  furnishing  steam  for 
heating  a  building  and  operating  the  equipment  therein,  the  entire  cost  of  such 
furnaces  and  boilers  should  be  charged  to  the  appropriate  departmental  capital 
account,  and  no  part  to  this  account. 

NOTE  B. — The  cost  of  specially  provided  foundations,  not  expected  to  outlast 
the  machinery  or  apparatus  mounted  thereon,  should  be  charged  to  the  same 
account  as  is  the  cost  of  the  machinery  or  apparatus  for  which  they  are  provided. 

NOTE  C. — This  account  should  not  include  any  charges  for  lighting,  heating,  or 
other  fixtures  temporarily  attached  for  purposes  of  display  or  demonstration. 

313.     BOILER  PLANT  EQUIPMENT. 

This  account  shall  include  the  cost  installed  of  all  furnaces,  boilers, 
boiler  apparatus  and  accessories  devoted  to  the  production  of  steam 
for  use  in  manufacturing  gas  and  furnishing  motive  power  in  gas 
works  and  stations.  This  covers  boilers  and  valves  thereto  attached, 
appurtenant  furnaces  and  grates  and  flues  leading  to  smokestacks  and 
chimneys  and  the  specially  provided  foundations  and  settings  of  such 
boilers  and  appurtenances ;  also  metal  smokestacks.  It  also  covers 
mechanical  stokers  and  other  like  apparatus  for  regulating  the  supply 
of  fuel,  etc.,  feed  and  hot  water  heaters  and  economizers,  injectors, 
filters,  feed  pumps,  blower  engines,  coal  conveyors,  ash  conveyors, 
reservoirs  for  boiler  or  condenser  water  and  intake  and  discharge  water 
pipe  lines  and  tunnels,  air  pipes  and  general  service  pipes,  steam  traps, 
drains  and  separators  and  pipes  for  conducting  steam  from  the  boiler 
to  the  engine  or  to  the  gas  producers,  exhaust  pipes,  etc.  This  account 
shall  not  include  steam  pipes  whose  primary  purpose  is  the  heating 
of  buildings. 

NOTE. — When  the  system  for  supplying  boiler  or  condenser  water,  is  elaborate, 
as  when  it  includes  a  dam,  reservoir,  canal  and  pipe  line,  the  cost  should  not 
be  charged  to  this  account  but  to  a  special  sub-account  under  account  No.  312, 
"  Structures,"  entitled  "Water  supply  structures — steam." 
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314.  STEAM  ENGINES. 

This  account  shall  include  the  cost  installed  of  all  steam  engines 
devoted  to  use  as  prime  movers  in  gas  works.  This  covers  the 
specially  provided  foundations  and  settings  of  such  engines.  The 
engine  includes  the  throttle  or  inlet  valve  and  the  governor ;  also  con- 
densers, cooling  towers,  air  and  circulating  pumps  and  lubricating 
systems,  but  not  the  steam  pipe  leading  from  the  boiler  nor  the  exhaust 
pipe. 

315.  INTERNAL  COMBUSTION  ENGINES. 

This  account  shall  include  the  cost  installed  of  all  gas  engines,  Die- 
sel oil  engines,  and  other  internal  combustion  engines  devoted  to  use 
as  prime  movers  in  gas  works  and  stations,  with  especially  provided 
foundations  and  settings  of  such  engines.  The  engine  includes  the 
inlet  valve,  governor,  and  ignition  apparatus,  and  also  sueh  devices  as 
anti-fluctuators  or  gas  bags,  and  mufflers.  It  does  not  include  the  pipe 
leading  from  the  fuel  container  nor  the  exhaust  pipe  in  the  case  of 
producer  gas  engines.  Such  pipe  is  chargeable  to  account  No,  320 
"  Accessory  works  equipment." 

316.  ACCESSORY  POWER  EQUIPMENT. 

This  account  shall  include  the  cost  installed  of  all  miscellaneous 
power  equipment  at  gas  works  which  is  not  includible  in  any  of  the 
foregoing  accounts.  This  covers  such  mechanical  apparatus  as  belts, 
pulleys,  hangers,  counter  shafts,  and  other  apparatus  intermediary  be- 
tween the  prime  mover  and  the  apparatus  operated  by  cranes,  hoists, 
etc.,  and  machine  tools  and  such  other  tools  at  power  plants  as  are 
proper  to  be  capitalized,  etc. 

NOTE. — A  separate  sub-account  shall  be  maintained  on  the  ledger  for  each  gas 
plant  if  the  accounting  company  operates  more  than  one. 

317.  BENCHES  AND  RETORTS. 

This  account  shall  include  the  cost  of  all  benches  and  retorts  de- 
voted to  the  production  of  coal-gas.  This  covers  the  cost  of  specially 
provided  foundations  and  settings  and  auxiliary  piping  including  foul 
and  hydraulic  mains. 

318.  WATER-GAS  SETS. 

This  account  shall  include  the  cost  of  sets  and  accessories  devoted  to 
the  production  of  water-gas,  including  the  cost  of  specially  provided 
foundations  and  settings  for  such  sets.  This  covers  not  only  generators, 
carburetors,  superheaters,  seals  and  piping  connecting  therewith,  etc.. 
but  also  blast  apparatus,  oil  and  steam  supplying  apparatus,  oil  heaters, 
etc.  It  does  not  include  pipes  whose  primary  purpose  is  the  heating  of 
buildings. 
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319.  PURIFICATION  APPARATUS. 

This  account  shall  include  the  cost  installed  of  all  purification  ap- 
paratus, such  as  condensers,  washers,  scrubbers,  purifiers,  tar  ex- 
tractors, etc.,  and  their  ancillary  apparatus  and  piping,  including  the 
cost  of  specially  provided  foundations  and  settings. 

320.  ACCESSORY  WORKS  EQUIPMENT. 

This  account  shall  include  the  cost  installed  of  all  equipment,  piping, 
etc.,  at  works  and  holder  stations  which  is  not  includible  under  any  of 
the  foregoing  accounts.  This  covers  exhausters,  station  meters,  govern- 
ors, etc. ;  apparatus  for  charging  retorts ;  conveyors  for  disposing  of 
coke  and  other  by-products  and  residuals ;  tar  and  ammonia  apparatus, 
pumps,  pipes,  tanks,  etc. 

321.  MAINS. 

This  account  shall  include  the  cost  in  place  of  all  trunk  lines  and 
mains.  This  covers  all  pipes  lines  from  the  yard  connections  to  district 
holders  and  from  the  works  governor  to  the  beginnings  of  services, 
including  the  cost  of  all  trenching,  etc.,  necessary  to  the  placing  of  the 
pipe  and  the  cost  of  filling  trenches  and  restoring  the  surface  to  its 
former  condition,  or  to  that  required  by  the  municipal  authorities  at  the 
time  the  line  was  installed.  This  account  also  covers  the  cost  of  district 
governors. 

NOTE  A. — This  account  may  be  sub-divided  to  show  separately  the  mains  of 
various  sizes  and  types. 

NOTE  B. — If  a  consumer  contributes  some  or  all  of  the  cost  of  an  extension 
of  a  main  the  title  to  which  remains  in  the  accounting  company,  the  contribution 
should  nevertheless  be  charged  to  this  account,  but  concurrently  credited  to  account 
No.  255,  "  Contributions  for  Extensions." 

322.  SERVICES. 

This  account  shall  include  the  cost  in  place  of  the  accounting  com- 
pany's property  in  service  pipes  and  house  governors  and  other  ap- 
purtenances in  or  leading  to  consumers'  premises.  This  covers  the 
cost  of  material,  the  cost  of  trenching  for  placing  services,  and  of  filling 
trenches  and  restoring  surface  to  proper  condition  ;  also  first  installation 
of  house  governors,  installation  of  pressure  observation  pipes,  putting 
new  sleeve  on  main,  setting  tee  in  main  when  necessary  to  connect  new 
services,  paving,  lamping,  and  watching,  tools  issued  for  the  work  and 
cost  of  maintaining  such  tools  during  construction,  cartage  and  other 
incidentals. 

NOTE  A. — If  a  consumer  contributes  some  or  all  of  the  cost  of  a  service  the 
title  to  which  remains  in  the  accounting  company,  the  amount  contributed  should 
nevertheless  be  charged  to  this  account,  but  concurrently  credited  to  account  No. 
255,  "  Contributions  for  Extensions." 

NOTE  B. — Cost  of  renewing  or  modifying  services  should  not  be  charged  to 
this  account.  If,  however,  the  substituted  service  is  of  greater  capacity  than  the 
one  replaced,  the  book  value  of  the  withdrawn  service  should  be  credited,  and 
the  cost  of  the  substituted  service  should  be  charged  to  this  account. 
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323.  CONSUMERS'  METERS. 

This  account  shall  include  the  cost  to  the  accounting  company  of  all 
meters  and  appurtenances  for  measuring  the  gas  delivered  to  con- 
sumers. This  covers  in  addition  to  the  cost  of  meters  to  point  of 
delivery  on  the  accounting  company's  premises  such  incidentals  as  the 
cost  of  meter  badges  and  their  attachment  to  the  meters,  testing  and 
storing  new  meters,  and  the  first  set  of  meter  fittings,  connections  and 
shelves. 

NOTE  A. — This  account  does  not  include  the  cost  of  the  accounting  company's 
meters  which  record  the  output  of  the  station ;  such  cost  shall  be  charged  to 
account  320,  "  Accessory  Works  Equipment,"  or  to  a  sub-account  thereunder. 

NOTE  B. — The  cost  of  setting,  removing,  or  re-setting  meters  should  not  be 
charged  to  this  account. 

NOTE  C. — This  account  may,  if  desired,  include  the  cost  of  all  meters  whether 
carried  in  stock  or  actually  in  service,  provided  the  designation  of  the  account 
on  the  ledger  indicates  the  practice  of  the  accounting  company,  as,  for  example, 
by  the  addition  of  the  phrase  "(includes  meters  in  stock)." 

324.  CONSUMERS'  METER  INSTALLATION. 

This  account  shall  include  the  cost  (exclusive  of  cock  and  connection) 
of  the  first  setting  of  meters  for  measuring  the  amount  of  gas  delivered 
to  consumers.  When  any  meter  service  is  permanently  discontinued, 
this  account  shall  be  credited  with  an  amount  representing  the  average 
installation  cost  of  a  consumer's  meter. 

NOTE. — Cost  of  removing  consumers'  meters  and  of  setting  other  meters  sub- 
stituted for  them  shall  not  be  charged  to  this  account,  but  to  account  No.  721, 
"Distribution  Operation,"  or  to  the  appropriate  sub-division  thereof. 

325.  STREET  LIGHTING  EQUIPMENT. 

This  account  shall  include  the  cost  to  the  accounting  company  of  the 
lamps,  posts,  and  ancillary  apparatus  and  appliances  used  in  lighting 
streets  for  a  municipal  corporation,  such  as  anti-freezers,  burners, 
cocks,  lamp  services,  and  connections.  Such  cost  includes  not  only  cost 
of  material  but  also  cost  of  first  setting  and  coupling  up,  including  such 
incidentals  as  lamping  and  watching,  lanterns,  freight,  cartage,  paving 
or  repaving  over  the  work,  and  tools  issued  and  their  maintenance  dur- 
ing the  work.  It  does  not  include  cost  of  removal  or  change  of  position. 

If  the  company  has  an  investment  in  street  lighting  equipment  oper- 
ated and  maintained  under  a  contract  with  a  public  body  or  organization 
other  than  a  municipality,  such  equipment  shall  be  included  in  this 
account  under  a  sub-head. 

326.  GAS  APPLIANCES. 

This  account  shall  include  the  cost  to  the  accounting  company  of  gas 
engines  and  appliances  leased  or  held  for  lease  to  consumers  (includ- 
ing municipal  corporations)  but  not  of  those  held  for  sale.  Such  en- 
gines and  appliances  include  all  apparatus  utilizing  the  explosive  power 
of  gas ;  also  stoves,  ranges,  heaters,  hot  plates,  sad  irons,  tailors'  irons 
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and  gooses,  and  other  like  devices  and  appliances  consuming  gas  for 
the  direct  production  of  heat ;  also  gas  arcs. 

NOTE. — The  cost  of  setting  and  connecting  such  appliances  on  the  premises 
of  consumers,  and  the  cost  of  resetting  or  removal  should  not  be  charged  to  this 
account. 

327.     GENERAL  EQUIPMENT. 

This  account  shall  include  the  cost  installed  of  all  equipment  coming 
under  the  following  heads : 

a.  OFFICE  EQUIPMENT. — This  includes  the  cost  of  all  office  and 
service  equipment  not  permanently  attached  to  buildings  such  as  desks, 
chairs,  tables,  movable  safes,  filing  cabinets,  drafting  room  equipment, 
typewriters,  adding  machines,  addressographs,  portable  lamps,  lockers, 
clocks,  fans,  chronograph  systems,  pneumatic  tube  systems,  lunch  room 
equipment,   doctor's   equipment,   pulmotors,   mechanical   office   appli- 
ances, floor  coverings  and  other  like  office  appliances  and  equipment. 
Small  articles  of  slight  value  or  of  short  life  should  not  be  charged 
to  this  account  but  to  the  appropriate  operating  account. 

b.  SHOP  EQUIPMENT. — This  includes   the   cost  of   all   equipment 
specially  provided  for  shops  (but  not  so  permanently  attached  as  to  be 
properly  chargeable  to  account  No.  312,  "Structures")  such  as  furnaces, 
boilers,  gas  producers,  engines,  electric  generators,  and  other  power 
apparatus  operating  machinery  in  such  shops ;  machine  tools,  frames, 
hoists,  shafting,  belts,  and  the  like  shop  equipment ;  also  such  smithing 
equipment  in  shops  as  is  used  principally  for  other  general  purposes 
than  shoeing  horses  and  repairing  vehicles ;  and  all  specially  provided 
foundations  not  expected  to  outlast  the  machinery  or  apparatus  mounted 
thereon. 

c.  STORE  EQUIPMENT. — This  includes  the  cost  of  all  equipment  for 
the  receiving,  snipping,  handling  and  storage  of  materials  and  supplies. 
This  covers  loading  and  unloading  equipment    (except  cranes  when 
they  are  of  such  a  nature  as  to  be  charged  to  buildings)  ;  derricks, 
portable  cranes,  hoists,  chain  falls,  scales,  trucks,  counters,  shelving, 
wheel-barrows,  and  the  like. 

d.  TRANSPORTATION  EQUIPMENT. — This  includes  the  cost  of  equip- 
ment for  general  transportation  purposes  such  as  automobiles,  motor 
trucks,  trailers,  tractors,  motor  cycles  and  other  vehicles,  battery  charg- 
ing outfits,  gasoline  and  oil  storage  tanks  and  pumps  and  other  equip- 
ments ;  horses,  harness,  drays  and  wagons ;  equipment   for  shoeing 
horses,  and  equipment  for  harness  repair  shop,  vehicle  repair  shop, 
and  automobile  repair  shop,  if  this  equipment  is  devoted  exclusively  to 
these  purposes. 

e.  TELEPHONE,  TELEGRAPH  AND  WIRELESS  SYSTEM. — This  includes 
the  cost  of  all  telephone,  telegraph  and  wireless  lines  and  equipment  for 
general  use  in  connection  with  gas  operations,  including  poles  and  fix- 
tures used  exclusively  for  telephone  and  telegraph  wires ;  wires,  cables, 
telephone  booths,  instruments,  switchboards,  gongs,  dynamoters,  towers, 
antennae,  etc. 
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f.  LABORATORY  EQUIPMENT. — This  includes  the  cost  of  all  meter 
and  other  testing  apparatus  and  laboratory  equipment  not  elsewhere 
provided  for. 

g.  MISCELLANEOUS  EQUIPMENT. — This  includes  any  other  miscel- 
laneous equipment  not  elsewhere  provided  for,  such  as  construction 
equipment,  including  boilers,  engines,  motors,  hoists,  concrete  mixers 
and  distributing  apparatus,  pumps,  air  compressors,  riveters,  lathes, 
power  saws,  pipe  machines,  forges,  steam  hammers,  pile-drivers,  steam 
shovels,  lighters,  industrial  track  and  cars,  etc. ;  and  any  equipment 
of  a  permanent  nature  which  can  not  be  properly  charged  to  any  of 
the  foregoing  accounts. 

NOTE  A. — The  cost  of  small  portable  tools  and  implements,  such  as  hammers, 
saws,  wrenches,  files,  jacks,  wire  cutters,  climbing  irons,  etc.,  shall  not  be  charged 
to  this  account.  Such  items  shall  be  carried  in  account  No.  115,  "Materials 
and  Supplies,"  until  issued  for  use,  when  "Materials  and  Supplies"  shall  be 
credited  and  the  appropriate  work  order  or  other  account  charged  with  the 
cost  of  tools  or  implements  so  issued.  The  cost  of  maintaining  tools  and  imple- 
ments shall  be  charged  to  the  expense  of  the  department  to  which  they  are 
assigned. 

NOTE  B. — So  far  as  practicable  separate  sub-accounts  shall  be  maintained 
for  the  equipment  of  each  individual  gas  plant,  office  building,  shop,  garage,  etc. 

328.  MISCELLANEOUS  TANGIBLE  CAPITAL. 

This  account  shall  include  the  cost  of  all  tangible  gas  capital  not 
elsewhere  provided  for. 

351.  ENGINEERING  AND  SUPERINTENDENCE. 

This  account  shall  include  all  expenditures  for  services  of  engineers, 
draftsmen  and  superintendents  employed  on  preliminary  and  construc- 
tion work,  and  all  expenses  incident  to  the  work  when  such  disburse- 
ments can  not  be  assigned  to  a  particular  tangible  capital  account. 

NOTE  A. — When  any  of  the  expenses  above  designated  can  be  charged  direct 
to  the  primary  account  for  which  incurred,  they  shall  be  so  charged.  But  no 
charges  shall  be  made  to  permanent  investment  accounts  for  incidental  services 
or  engineering  performed  by  the  regular  employees  and  officers  of  the  account- 
ing company  unless  they  have  been  specially  assigned  to  such  work. 

NOTE  B. — Expenditures  for  tentative  or  preliminary  designs  or  experiments 
shall  be  carried  in  a  suspense  account  until  it  is  deterrriined  whether  or  not  to 
undertake  the  construction.  If  the  project  is  continued,  such  expenditures  shall 
then  be  transferred  to  the  appropriate  fixed  capital  account;  and  if  it  is  abandoned, 
they  shall  be  charged  to  operating  expense,  income  or  profit  and  loss  accounts 
as  may  be  appropriate. 

352.  LAW  EXPENDITURES   DURING  CONSTRUCTION. 

This  account  shall  include  general  expenditures  of  the  following 
nature  incurred  in  connection  with  the  construction  of  a  gas  plant: 
namely,  the  pay  and  expenses  of  all  counsel,  solicitors,  and  attorneys, 
their  clerks  and  attendants,  and  expenses  of  their  offices;  printing 
briefs,  legal  forms,  testimony,  reports,  etc. ;  payments  to  arbitrators 
for  the  settlement  of  disputed  questions;  costs  of  suit  and  payments 
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of  special  fees,  notarial  fees,  and  witness  fees  and  expenses  connected 
with  taking  depositions ;  also  all  legal  and  court  expenses. 

When  any  of  the  expenditures  above  enumerated  can  be  charged 
directly  to  the  account  for  which  incurred,  they  should  be  so  charged 
and  not  to  this  account.  Expenditures  in  connection  with  the  acquisi- 
tion of  right  of  way  or  other  land  should  be  charged  to  account  No. 
311,  "Land."  Law  expenditures  in  connection  with  the  organization 
of  the  corporation  should  be  charged  to  account  No.  301,  "Organiza- 
tion." (See  "  Fixed  Capital  Accounts — General  Instructions  and  Defi- 
nitions," Section  2,  page  27). 


353.  INJURIES  AND  DAMAGES  DURING  CONSTRUCTION. 

This  account  shall  include  all  expenditures  incident  to  injuries  to 
persons  or  damages  to  property  of  others  when  caused  directly  in 
connection  with  construction  of  gas  plant  and  equipment.  This  covers 
fees  and  proportion  of  salaries  and  expenses  of  physicians  and  sur- 
geons; compensation  insurance,  nursing  and  hospital  attendance,  medi- 
cal and  surgical  supplies,  artificial  limbs,  railroad  and  carriage  fares  for 
conveying  injured  persons  and  attendants,  funeral  expenses  (including 
payment  to  undertakers),  proportion  of  pay  and  expenses  of  claim 
adjusters  and  their  clerks,  and  pay  and  expenses  of  employees  and 
others  called  in  consultation  in  relation  to  the  adjustment  of  claims 
coming  under  this  head ;  also  witness  fees,  court  costs  and  amount 
of  final  judgments. 

When  any  of  the  expenditures  above  enumerated  can  be  charged 
directly  to  the  accounts  for  which  incurred,  they  should  be  so  charged, 
and  not  to  this  account.  (See  "  Fixed  Capital  Accounts — General  In- 
structions and  Definitions,"  Section  2,  page  27). 

354.  TAXES  DURING  CONSTRUCTION. 

This  account  shall  include  all  taxes  and  assessments  levied  and 
paid  or  chargeable  on  property  belonging  to  the  accounting  company 
while  such  property  is  under  construction,  and  before  the  plant  is 
opened  for  commercial  operation,  except  special  taxes  assessed  for 
street  and  other  improvements,  such  as  grading,  sewering,  curbing, 
guttering,  paving  sidewalks,  etc.,  which  should  be  charged  to  the  ac- 
count to  which  the  property  benefited  is  charged. 

Whenever  any  of  the  expenditures  above  enumerated  can  be  charged 
directly  to  the  account  for  which  incurred,  they  should  be  so  charged, 
and  not  to  this  account.  ( See  "  Fixed  Capital  Accounts — General  In- 
structions and  Definitions,"  Section  2,  page  27). 

355.  INTEREST  DURING  CONSTRUCTION. 

When  any  bonds,  notes,  or  other  evidences  of  indebtedness  are 
sold,  or  any  interest-bearing  debt  is  incurred,  for  acquisition  or  con- 
struction, of  plant  .and  equipment,  the  interest  accruing  on  the  part  of 
the  debt  representing  cost  of  property  chargeable  to  fixed  capital  ac- 
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counts  (less  interest,  if  any,  allowed  on  unexpended  balances)  after 
such  fund  becomes  available  for  use  and  before  the  receipt  or  the 
completion  or  coming  into  service  of  the  property  so  acquired  shall 
be  included  in  this  account. 

When  such  securities  are  sold  at  a  premium,  the  proportion  of 
such  premium  assignable  to  the  time  between  date  of  the  actual  issu- 
ance of  the  securities  and  the  time  when  the  property  acquired  or  the 
improvement  made  becomes  available  for  service  shall  be  credited  to 
this  account. 

This  account  shall  include  also  such  proportion  of  the  discount 
and  expense  on  long-term  debt  issued  for  construction  purposes  as 
is  equitably  assignable  between  the  period  of  the  date  of  the  actual 
issuance  of  the  securities  and  the  time  when  the  property  acquired  or 
the  improvement  made  becomes  available  for  the  service  for  which 
intended.  The  proportion  of  discount  and  expense  thus  chargeable 
shall  be  determined  by  the  ratio  between  the  period  prior  to  the 
completion  or  coming  into  service  of  the  facilities  or  improvements 
acquired  or  constructed  and  the  period  of  the  entire  life  of  the  securi- 
ties issued. 

This  account  shall  also  include  reasonable  charges  for  interest  dur- 
ing the  construction  period  on  the  accounting  company's  own  funds 
used  temporarily  during  such  period  for  construction  purposes. 

When  any  of  the  expenditures  above  enumerated  can  be  charged 
directly  to  the  account  for  which  incurred,  they  should  be  so  charged, 
and  not  to  this  account.  (See  "  Fixed  Capital  Accounts — General  In- 
structions and  Definitions,"  Section  2,  page  27). 

NOTE  A. — If  any  securities  issued  or  assumed  by  the  accounting  company 
are  sold  or  exchanged  by  or  for  that  company  for  a  consideration  the  actual 
money  value  of  which  at  the  time  of  such  sale  or  exchange  is  less  than  the 
value  of  the  securities  at  par  and  the  accrued  interest  thereon,  if  any,  the 
difference  between  the  money  value  of  the  consideration  received  and  the  par 
value  of  the  securities,  plus  the  accrued  interest,  shall  be  deemed  discount, 
and  in  no  case  (except  as  provided  in  the  third  paragraph  of  this  account) 
shall  discount  be  included  as  part  of  the  cost  of  anything  charged  in  any 
fixed  capital  or  investment  account  prescribed  in  this  classification. 

356.     MISCELLANEOUS  CONSTRUCTION  EXPENDITURES. 

This  account  shall  include  the  salaries  and  expenses  of  the  general 
officers  of  a  gas  plant  under  construction,  clerks  in  general  office 
engaged  on  construction  accounts  or  work ;  rent  and  repair  of  general 
offices  when  rented,  with  the  office  expenses ;  insurance  during  con- 
struction (except  workmen's  compensation,  the  cost  of  which  is  charge- 
able to  account  No.  353  "Injuries  and  Damages  during  Construction")  ; 
also  all  construction  and  equipment  items  of  a  special  and  incidental 
nature  which  can  not  properly  be  charged  to  any  other  account  in  this 
classification. 

To  this  account  shall  be  credited  discounts  realized  through  prompt 
payment  of  bills  for  materials  and  supplies  used  in  construction  unless 
such  discounts  are  credited  to  the  particular  bills. 

When  any  of  the  expenditures  above  enumerated  can  be  charged 
directly  to  the  account  for  which  incurred,  they  shall  be  so  charged, 
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and  not  to  this  account.     (  See  "  Fixed  Capital  Accounts — General  In- 
structions and  Definitions,"  Section  2,  page  27). 

NOTE  A. — This  account  may  include  a  suitable  proportion  of  store  expenses 
when  such  expenses  are  not  assignable  to  specific  materials. 

NOTE  B. — This  account  should  not  include  any  cost  of  organization  or  any 
costs  or  discounts  connected  with  the  issue  and  disposal  of  stocks,  long  term 
debts,  or  other  securities  and  commercial  paper. 

357.  FIXED  CAPITAL  NOT  CLASSIFIED  BY  PRESCRIBED 

ACCOUNTS. 

Under  this  head  shall  be  grouped  the  balances  in  accounts  represent- 
ing the  accounting  company's  investment  in  fixed  capital  prior  to  the 
time  when  it  began  to  follow  the  classification  of  fixed  capital  accounts 
herein  prescribed. 

358.  COST  OF  PLANT  AND  EQUIPMENT  PURCHASED. 

This  account  shall  include  the  cost  to  the  accounting  company  of 
any  plant  purchased  as  a  whole  when  such  cost  is  not  immediately 
assignable  to  primary  fixed  capital  accounts.  Where  the  contract  of 
purchase  includes  not  only  plant  and  equipment,  but  also  securities 
and  other  assets,  the  appraised  value  of  such  securities  and  other 
assets  shall  be  deducted  from  the  total  cash  cost  and  the  remainder  of 
the  cash  cost  shall  be  charged  to  this  account.  Where  the  consideration 
given  for  the  property  purchased  is  other  than  cash,  such  consideration 
shall  be  valued  on  a  current  cash  basis.  If  the  consideration  includes 
the  assumption  of  liabilities  such  liabilities  shall  be  included  in  the 
determination  of  the  cost  at  their  cash  value  at  the  time  the  contract 
is  made. 

This  account  shall  be  used  only  as  a  clearing  account  in  which  tempo- 
rarily to  carry  the  cost  of  plant  and  equipment  purchased  for  a  lump 
sum  until  such  time  as  a  plan  for  distributing  such  cost  to  the  primary 
accounts  appropriate  to  the  property  is  approved  by  the  regulatory 
commission. 

NOTE  A. — The  value  at  the  time  of  purchase  of  any  securities  or  other  assets 
acquired  shall  be  included  in  the  accounts  appropriate  for  such  assets.  The  par 
value  of  any  liability  assumed  shall  be  included  in  the  appropriate  liability 
accounts  and  any  necessary  adjustment  between  the  cash  charged  to  the  properly 
accounts  and  par  value  shall  be  made  in  the  appropriate  premium  or  discount 
account. 

NOTE  B. — The  accounting  company  shall  be  prepared  to  furnish  the  regulatory 
commission  upon  demand  a  full  report  of  the  contract  of  acquisition  of  each 
plant  or  portion  thereof  purchased  and  statement  showing  in  detail  the  con- 
sideration given  therefor.  It  shall  procure  in  connection  with  the  acquisition 
of  any  such  plant  and  equipment  all  existing  records,  memoranda,  and  accounts 
in  possession  or  control  of  the  grantor  relating  to  the  construction  and  improve- 
ments of  such  plant  and  equipment,  and  shall  preserve  such  records,  memoranda, 
and  accounts  until  authorized  by  the  regulatory  commission  to  destroy  or  other- 
wise dispose  of  them.  Where  the  records,  memoranda,  and  accounts  are  so 
intimately  involved  with  other  records,  memoranda,  and  accounts  of  the  grantor 
as  to  make  their  transfer  impracticable  or  inadvisable,  certified  copies  of  them 
shall  be  procured  and  obtained  by  the  grantee.  The  verity  of  the  copy  shall  be 
certified  by  the  custodian  of  the  originals. 
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359.    UNFINISHED  CONSTRUCTION. 

This  account  shall  include  the  balances  in  open  work  orders  repre- 
senting additions  to  plant  and  equipment  when  the  charges  to  such 
work  orders  have  not  been  distributed  to  the  foregoing  fixed  capital 
accounts. 

NOTE. — This  account  is  intended  to  include  only  charges  for  new  construction 
not  involving  any  replacement.  If,  however,  at  the  beginning  of  a  job  involving 
the  replacement  or  retirement  of  any  fixed  capital  the  accounting  company  shall 
make  full  credits  therefor  to  the  appropriate  fixed  capital  accounts,  the  cost  of 
installing  new  property  in  substitution  or  replacement  may  be  carried  in  the  fixed 
capital  account  "  Unfinished  Construction." 
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STANDARD  FORM  OF  INCOME  ACCOUNT 

Item  Ac- 
count 

Income  from  Operating  Properties: 

1  401  Operating  revenues ***     $ 

2  402  Operating  expenses $         **•* 

3  403  Uncollectible  bills   

4  404  Taxes  assignable  to  gas  operations *** 


5  Total  revenues  deductions ..  *** 


6  Operating  income  applicable   to   corporate   and 

leased  properties ***     $ 

7  411     Rent  for  lease  of  other  gas  plant $ 

8  412     Joint  facility  rents 

9  413     Miscellaneous   rents 

10    414    Amortization  of  limited  term  land  rights 


1 1  Total  (items  7  to  10  inclusive) $ 

12  415     Rent  accrued  from  lease  of  gas  plant — Cr 


13  Net  rent  deduction  (credit  balance  in  red) . .     *** 


23  Total  miscellaneous  income *** 

24  Gross  corporate  income  (items  14  and  23) *** 


14              Balance  of  income  applicable  to  corporate  prop- 
erty       ***     $ 


Income  from  Non-operating  Properties: 

15  421  Miscellaneous  rent  revenues $ 

16  422  Interest  on  long  term  debt  owned 

17  423  Miscellaneous   interest   revenues 

18  424  Dividend  revenues    

19  425  Income  from  special  funds 

20  426  Miscellaneous  non-operating  revenues 


Total  (items  15  to  20  inclusive) $ 

22    427     Non-operating  revenue  deductions 
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Item  Ac- 
count 

Deductions  from  Gross  Corporate  Income: 

25  431     Interest  on  long  term  debt  and  debenture  stocks. .     $         *** 

26  432     Miscellaneous  interest  deductions *** 

27  433     Amortization  of  debt  discount  and  expense *** 

28  434    Amortization  of  premium  on  debt — Cr *** 

29  435     Miscellaneous  amortization  chargeable  to  income  *** 

30  436     Miscellaneous  deductions  from  gross  corporate 

income *** 

31  437    Taxes  on  net  income..  *** 


32  Total  deductions  from  gross  corporate  in- 

come .  *** 


33  Net  income  (loss  in  red) ***    $ 

Disposition  of  Net  Income: 

34  441     Sinking  fund  appropriations $ 

35  442     Dividend  appropriations  of-  income 

36  443     Miscellaneous  appropriations  of  net  income 

37  Total  appropriations  of  net  income *** 


38  Balance  transferred  to  surplus ***     $ 
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INCOME  ACCOUNTS 

GENERAL  INSTRUCTIONS  AND  DEFINITIONS 

1.  Income  Accounts  Defined. — The  income  accounts  are  those 
that  show  the  sources  and  disposition  of  income  during  a  given  period. 
Any  change  in  the  items  shown  on  a  balance  sheet  at  the  end  of  such  a 
period  as  compared  with  a  balance  sheet  at  the  beginning  of  the  period, 
which  is  not  merely  a  transfer  from  one  balance  sheet  account  to  an- 
other, that  is  to  say,  any  transaction  which  affects  the  profit  and  loss 
balance,  must  be  explained  by  the  income  accounts  or  by  the  profit  and 
loss  accounts.     A  summary  statement  of  income  accounts  arranged  in 
convenient  form  to  show  the  accounting  history  of  a  given  period  is 
usually  called  collectively  the  "  Income  Account."     Income  accounts 
whose  title  and  definition  plainly  indicate  that  they  are  summaries  of 
other  accounts  are  not  required  to  be  set  up  as  special  ledger  accounts, 
though  it  may  often  be  a  matter  of  bookkeeping  convenience  to  do  so. 

2.  Form  of  Income  Account. — The  form  in  which  the  income 
account  is  stated  is  generally  of  great  importance  as  affecting  the 
conclusions  that  may  be  drawn  therefrom  concerning  the  results  of  the 
enterprise.     The  standard  form  adopted  for  the  purpose  of  this  classi- 
fication is  shown  on  page  44.     In  this  form  of  statement  there  are  cer- 
tain terms  used  to  indicate  divisions  of  the  income  account  which 
require  special  definition,  given  in  the  following  paragraphs. 

3.  Revenues. — The   word   revenues   as   used   herein   means   all 
amounts  of  money  which  the  accounting  company  receives  or  becomes 
lawfully  entitled  to  recover  for  services  rendered,  for  products  sold,  as 
profits  on  merchandise  sold,  or  as  return  upon  its  property  (or  inter- 
ests in  property).     Revenues  are  classified  as  operating  revenues  and 
non-operating  revenues. 

4.  Operating  Revenues. — Operating  revenues  are  those  derived 
from  the  sale  of  products  and  merchandise,  from  services  rendered, 
from  return  on  property  used  by  the  person  or  corporation  in  its  own 
operations,  and  from  interest  on  current  funds. 

5.  Non-operating  Revenues. — Non-operating  revenues  are  those 
derived  as  a  return  upon  the  property  of  the  accounting  company  in 
the  hands  of  others  or  from  its  interest  in  property  in  the  hands  of 
others.     They  may  be  sub-classified  as  rents,  interest,  dividends,  and 
miscellaneous. 

6.  Revenue  Deductions. — Revenue  deductions  include  expenses, 
taxes,  and  uncollectible' bills. 

7.  Expenses. — Expenses   are   those   outgoes    (including    losses 
due  to  the  retirement  of  capital)  necessary  to  the  production  and  distri- 
bution of  the  commodities  sold,  and  the  services  rendered,  and  to  the 
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collection  of  the  revenues.     They  are  divided  into  operating  expenses 
and  non-operating  expenses. 

8.  Taxes. — Taxes  are  those  annual  or  other  payments  exacted 
by  governments  for  purpose  of  raising  funds  for  public  uses. 

9.  Uncollectible  Bills. — When  a  corporation  is  engaged  regu- 
larly in  rendering  to  general  consumers  a  service,  or  in  supplying  to 
such  consumers  a  commodity,  current  accounts  or  claims  against  such 
consumers  for  such  services  rendered  or  commodity  supplied  which 
are  incapable  of- collection  by  the  exercise  of  reasonable  diligence  are 
included  under  the  name  Uncollectible  Bills. 

10.  Income. — Income  is  what  is  left  after  subtracting  revenue 
deductions  from  revenue.     Income  from  operating  properties  is  income 
derived  from  the  operation,  or  as  a  compensation  for  the  use  of  prop- 
erties devoted  to  the  undertakings  for  which  the  accounting  company 
is  organized.     Income  from  non-operating  properties  is  income  de- 
rived from  properties  not  devoted  to  the  undertakings  for  which  the 
accounting  company  is  organized ;  also  from  properties  not  belonging 
to  the  accounting  company,  but  in  which  it  has  an  interest  through 
ownership  of  stocks,  bonds,  or  otherwise.     Operating  income  applicable 
to  corporate  and  leased  properties  is  that  income  arising  from  any  class 
of  operations  which  is  available  to  pay  a  return  in  one  form  or  another 
upon  capital  employed  in  that  class  of  operations.     Income  applicable 
to  corporate  property  is  that  income  which  is  available  to  pay  a  return 
in  one  form  or  another  on  capital  owned  by  the  accounting  company. 
It  is  the  operating  income  applicable  to  corporate  and  leased  properties 
less  rentals  for  the  use  of  capital  not  owned.     Gross  income  is  income 
from  all  sources  whatsoever.     It  might  also  be  called  total  net  revenue. 
Gross  corporate  income  is  that  income  applicable  to  corporate  proper- 
ties, that  is,  gross  income  less  rentals  for  capital  not  owned.     Net  in- 
come is  that  amount  left  after  all  contractual  or  compulsory  deductions 
have  been  made  from  gross  income  except  such  sinking  fund  accruals 
as  are  required  to  be  temporarily  reserved. 

11.  Rents. — Rents  are  payments  for  the  use  of  capital.     In  this 
respect  they  are  analogous  to  interest  and  like  interest  are  a  part  of  the 
return  upon  capital  invested  in  the  enterprise.     For  many  purposes, 
however,  it  is  desirable  that  the  amount  available  for  a  return  upon 
capital  represented  by  property  which  the  accounting  company  owns 
should  be  segregated  from  the  amount  available  for  a  return  upon  all 
property  used  in  the  business,  including  that  which  is  not  owned  but 
used  under  a  contract  or  agreement  to  pay  periodically  for  such  use  a 
fixed  or  variable  sum.     The  standard  form  of  income  statement  estab- 
lished by  this  system  of  accounts  provides,  therefore,  for  deducting 
from  gross  income  all  rentals  paid  for  the  use  of  capital  not  owned, 
leaving  as  gross  corporate  income  the  amount  available  for  a  return 
upon  that  part  of  the  capital  invested  in  the  enterprise  which  is  repre- 
sented by  property  owned  by  the  accounting  company. 

12.  Delayed   Income   Items. — Delayed    items   are   those   repre- 
senting transactions  which  occurred  prior  to  the  period  covered  by  the 
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income  account  but  which  were  not  recorded  currently.  Such  items 
may  be  charged  or  credited  to  the  appropriate  income  account  for  the 
fiscal  period  in  which  the  transactions  are  actually  recorded.  If,  how- 
ever, the  amount  of  such  items  is  relatively  so  large  that  its  inclusion 
in  the  income  account  for  a  single  year  would  result  in  a  seriously 
abnormal  income  statement,  and  no  provision  has  been  made  through 
accruals  to  reserves  or  suspense  accounts  for  anticipating  such  trans- 
actions, the  accounting  company  may  distribute  the  amount,  or  any  part 
thereof,  to  Profit  and  Loss.  • 


. 
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TEXT  PERTAINING  TO  INCOME  ACCOUNTS 

401.  OPERATING  REVENUES'. 

Under  this  head  shall  be  shown  the  total  revenues  of  the  accounting 
company  from  gas  operations  during  the  period  covered  by  the  income 
account.  (For  the  primary  operating  revenue  accounts  see  pages  63 
to  65). 

402.  OPERATING  EXPENSES. 

Under  this  head  shall  be  shown  the  total  expenses  of  the  accounting 
company  for  gas  operations  during  the  period  covered  by  the  income 
account.  (For  the  primary  operating  expense  accounts  see  pages  73 
to  91). 

403.  UNCOLLECTIBLE  BILLS. 

This  account  shall  include  charges  for  accounts  due  from  consumers 
or  customers  which,  after  a  reasonably  diligent  effort  to  collect,  have 
proved  impracticable  of  collection.  If  accounts  which  have  been  so 
written  off  are  afterwards  collected,  the  amount  received  should  be 
credited  to  this  account. 

NOTE  A. — Charges  to  this  account  may  be  made  on  the  basis  of  the  estimated 
average  loss  due  to  uncollectible  accounts  in  which  case  the  concurrent  credit 
shall  be  to  a  special  account  under  balance  sheet  account  No.  257,  "  Miscellaneous 
Reserves."  To  the  reserve  thus  established  shall  be  charged  such  accounts  as 
are  determined  to  be  uncollectible.  When  charges  for  uncollectible  accounts  are 
thus  made  by  estimate,  the  estimate  shall  be  adjusted  at  the  end  of  each  fiscal 
year  to  conform  to  the  experience  of  the  accounting  company  as  determined  by 
analysis  of  its  accounts  receivable. 

NOTE  B. — In  its  annual  report  to  the  regulatory  commission  the  accounting 
company  may  be  required  to  state  the  rule  by  which  is  determined  what  accounts 
are  to  be  charged  off  as  uncollectible. 

404.  TAXES  ASSIGNABLE  TO  GAS  OPERATIONS. 

This  account  shall  include  the  amount  of  taxes  applicable  to  the  gas 
operations  of  the  accounting  company  during  the  period  for  which 
the  income  account  is  stated. 

Separate  accounts  shall  be  kept  of  the  taxes  applicable  to  gas  opera- 
tions and  to  operations  other  than  gas,  as  well  as  to  non-operating 
revenues,  if  the  accounting  company  has  such  other  operations  or  non- 
operating  revenues.  When  taxes  are  levied  on  property  used  in  two 
or  more  different  classes  of  operations  in  such  a  way  that  the  amount 
applicable  to  each  class  is  not  definitely  stated,  the  total  amount  of  the 
levy  shall  be  apportioned  by  the  accounting  company  on  some  fair  basis 
between  the  two  or  more  classes  of  operations.  In  annual  reports  to 
the  regulatory  commission  the  basis  of  such  apportionment  shall  be 
stated. 

The  tax  accounts  shall  be  charged  at  regular  accounting  intervals 
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and  the  "Tax  Liability  Account"  (see  note  under  account  No.  231, 
;'  Taxes  Accrued  ")  concurrently  credited  with  the  period's  proportion 
of  taxes  applicable  to  the  operations  covered  by  each  account.  If  the 
exact  amounts  of  the  annual  taxes  are  not  known,  they  shall  be  esti-. 
mated  and  a  due  share  of  the  estimated  amounts  shall  be  charged  for 
each  accounting  period.  From  time  to  time  during  the  year  as  the 
actual  tax  levies  become  known  the  periodic  charges  shall  be  adjusted 
so  as  to  include  as  nearly  as  possible  the  total  amount  of  the  taxes  in  the 
period  to  which  they  apply. 

NOTE  A. — Taxes  on  property  leased  should  be  charged  to  the  appropriate  tax 
account  by  the  party  which  under  the  terms  of  the  lease  contract  actually  pays 
such  taxes.  If  by  the  provisions  of  the  lease  the  party  actually  paying  the  taxes 
is  reimbursed  by  the  other  party  to  the  lease,  the  amount  of  such  reimbursement 
shall,  when  the  taxes  are  paid  in  the  first  instance  by  the  lessor,  be  credited  to 
the  appropriate  rent  revenue  account  of  the  lessor  and  charged  by  the  lessee  to 
the  appropriate  rent  deduction  account;  when  the  taxes  are  paid  in  the  first 
instance  by  the  lessee,  the  amount  of  the  reimbursement  shall  be  credited  to  the 
appropriate  rent  deduction  account  of  the  lessee  and  charged  by  the  lessor  to  the 
appropriate  rent  revenue  account. 

NOTE  B. — The  tax  accounts  must  not  include  any  fees  or  charges  sometimes 
called  taxes,  such  as  water  taxes,  drainage  taxes,  or  fire  taxes,  which  are  pay- 
ments for  some  specific  service  rendered  by  the  government. 

NOTE  C. — If  income  and  excess  profits  taxes  are  not  allowed  by  the  regulatory 
commission  as  revenue  deductions  in  computing  the  "fair  return"  on  invested  capi- 
tal, they  should  not  be  charged  to  this  account,  but  to  account  No.  437,  "Taxes 
on  Net  Income,"  which  see. 

411.  RENT  FOR  LEASE  OF  OTHER  GAS  PLANT. 

This  account  shall  include  all  amounts  accrued  against  the  accounting 
company  for  rent  of  any  gas  plant  constituting  a  distinct  operating 
unit,  such  as  a  production  plant  or  distribution  system,  under  a  lease 
giving  exclusive  possession  to  the  lessee. 

412.  JOINT  FACILITY  RENTS. 

This  account  shall  include  all  rents  accrued  against  the  accounting 
company  for  the  use  of  property  not  in  its  exclusive  possession.  This 
covers  such  matters  as  payments  for  the  joint  use  of  offices,  etc. 

413.  MISCELLANEOUS  RENTS. 

This  account  shall  include  all  rent  deductions  for  the  use  of  property 
employed  in  operations  not  provided  for  in  the  two  foregoing  accounts. 
This  covers  such  items  as  rent  for  the  exclusive  use  of  buildings  and 
other  properties. 

NOTE  A. — Rent  for  property  not  used  in  operation  shall  not  be  charged  to  this 
account,  but  to  account  No.  427,  "Non-operating  Revenue  Deductions." 

NOTE  B. — Rent  for  rooms  in  office,  buildings  where  the  payment  covers  heat, 
light,  janitor,  and  other  service,  and  maintenance  shall  not  be  charged  to  this 
account,  but  to  account  No.  781,  "Undistributed  General  Expenses,"  or  the  appro- 
priate sub-division  thereof  or  to  the  corresponding  departmental  expense  account 
if  the  rooms  rented  are  devoted  wholly  to  the  use  of  one  department  as,  for 
example,  the  commercial  department. 
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414.  AMORTIZATION  OF  LIMITED  TERM  LAND  RIGHTS. 

When  the  right  to  use  land  for  a  limited  term  has  been  acquired 
under  a  contract  by  which  the  consideration  is  a  single  immediate  pay- 
ment instead  of  a  series  of  periodic  rentals  during  the  term  for  which 
the  land  is  transferred,  this  account  shall  include  an  amount  sufficient 
to  cover  the  portion  of  the  life  of  such  limited  interest  in  land  as  has 
expired  during  the  accounting  period.  The  amount  charged  to  this 
account  shall  be  concurrently  credited  to  the  fixed  capital  account  to 
which  the  cost  of  acquiring  such  an  interest  in  land  was  originally 
charged. 

415.  RENT  ACCRUED  FROM  LEASE  OF  GAS  PLANT— CR. 

This  account  shall  include  all  amounts  accruing  to  the  accounting 
company  as  rental  for  its  gas  plant  or  any  part  thereof  constituting  r. 
distinct  operating  unit,  such  as  a  production  plant  or  distribution  sys- 
tem, under  a  lease  giving  exclusive  possession  to  the  lessee. 

NOTE. — Rentals  received  for  the  use  of  comparatively  small  portions  of  plant 
or  equipment,  the  cost  of  which  is  carried  in  electric  fixed  capital  accounts,  not 
constituting  a  distinct  operating  unit,  the  cost  of  maintaining  which  is  ordinarily 
borne  by  the  owner,  shall  not  be  credited  to  this  account,  but  to  operating 
revenue  account  No.  613,  "Rent  from  Property  Used  in  Operations,"  even  though 
the  lessee  has  exclusive  possession. 

421.  MISCELLANEOUS  RENT  REVENUES. 

This  account  shall  include  all  rent  revenues  accruing  to  the  account- 
ing company  from  properties  not  devoted  to  the  undertakings  for 
which  it  is  organized.  This  covers  such  revenues  as  rentals  from 
real  estate  not  used  in  operations. 

422.  INTEREST  ON  LONG  TERM  DEBT  OWNED. 

This  account  shall  include  interest  accruing  to  the  accounting  com- 
pany upon  securities  of  other  companies  and  national,  state,  or  munic- 
ipal governments.  Interest  accrued  shall  not  be  credited  to  this  account 
unless  its  payment  is  reasonably  assured ;  in  other  cases  credits  to  this 
account  shall  be  based  upon  the  interest  actually  collected. 

NOTE  A. — No  interest  upon  reacquired  securities  issued  or  assumed  by  the 
accounting  company  shall  be  credited  to  this  account. 

NOTE  B. — Interest  accrued  on  securities  of  other  companies  held  in  sinking 
or  other  special  funds  shall  not  be  credited  to  this  account,  but  to  account  No. 
425,  "Income  from  Special  Funds." 

423.  MISCELLANEOUS  INTEREST  REVENUES. 

This  account  shall  include  interest  accrued  to  the  accounting  com- 
pany on  loans,  notes,  and  advances,  special  deposits  and  all  other 
interest  bearing  assets  except  funded  securities  and  current  funds 
employed  primarily  in  the  conduct  of  the  business  for  which  the 
accounting  company  is  organized.  Interest  accrued  shall  not  be  credited 
to  this  account  unless  its  payment  is  reasonably  assured ;  in  other  cases 
credits  to  this  account  shall  be  based  upon  the  interest  actually  col- 
lected. 
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424.  DIVIDEND  REVENUES'. 

This  account  shall  include  revenues  derived  by  the  accounting 
company  from  dividends  on  stocks  of  other  companies  held  by  it. 
Accruals  of  guaranteed  dividends  may  be  included  in  this  account  if 
their  payment  is  reasonably  assured. 

NOTE  A. — No  dividends  on  reacquired  securities  issued  or  assumed  by  the 
accounting  company  shall  be  credited  to  this  account. 

NOTE  B. — Dividend  revenues  from  securities  of  other  companies  held  in  sink- 
ing or  other  special  funds  shall  not  be  credited  to  this  account,  but  to  account 
No.  425,  "Income  from  Special  Funds." 

425.  INCOME  FROM  SPECIAL  FUNDS. 

This  amount  shall  include  income  (whether  interest  or  dividends), 
accrued  on  cash,  securities  (not  issued  or  assumed  by  the  accounting 
company),  and  other  assets  held  in  sinking  and  other  special  funds. 

NOTE. — This  account  covers  all  income  from  investments  of  special  funds, 
whether  required  to  be  retained  in  the  fund  or  not.  If  such  income  is  required 
to  be  retained  in  the  fund  and  the  fund  required  to  be  represented  by  a  reserve, 
the  amount  of  such  accretions  to  the  fund  shall  be  concurrently  credited  to  the 
appropriate  reserve  account  and  charged  to  account  No.  441,  "Sinking  Fund 
Appropriations,"  or  account  No.  443,  "Miscellaneous  Appropriations  of  Net 
Income,"  as  may  be  appropriate. 

426.  MISCELLANEOUS  NON-OPERATING  REVENUES. 

This  account  shall  include  all  revenues  accruing  to  the  accounting 
company  in  accordance  with  the  terms  of  any  contract,  by  which  the 
company  is  entitled  to.  participate  in  the  profits  resulting  from  the 
operations  of  others  and  all  other  non-operating  revenues  not  provided 
for  in  any  of  the  foregoing  accounts. 

NOTE. — "Profits  from  the  Operation  of  Others"  does  not  include  any  divi- 
dends on  stock.  Revenues  from  dividends  should  be  credited  to  account  No. 
424,  "Dividend  Revenues." 

427.  NON-OPERATING  REVENUE  DEDUCTIONS. 

This  account  shall  include  all  expenditures  necessary  to  receiving 
or  collecting  non-operating  revenues  as  listed  under  the  following 
sub-heads.  If  desired,  each  sub-head  may  be  made  a  separate  ledger 
account.  The  analysis  of  non-operating  revenue  deductions  by  such 
sub-heads  may  be  required  in  annual  reports  to  the  regulatory 
commission. 

a.  RENT  EXPENSE. — This  covers  all  expenses  arising  in  connec- 
tion with  the  procuring  of  revenues  from  rented  properties  which  are 
properly  credited  to  account  No.  421,  "  Miscellaneous  Rent  Revenues," 
such  as  the  cost  of  negotiating  contracts,  advertising  for  tenants,  fees 
paid  conveyances,  collectors'  commissions,  cost  of  enforcing  payment 
of  rent,  cost  of  ousting  tenants,  etc.  This  includes  expense  while  the 
property  is  idle  awaiting  occupant ;  also  cost  of  maintenance  of  property 
when  such  cost  is  borne  by  the  owner.  Such  maintenance  does  not 
include  taxes. 
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b.  INTEREST  EXPENSE. — This  covers  all  expenses  in  connection  with 
the  collection  of  interest  upon  investments.    It  does  not  include  taxes 
on  such  investments. 

c.  DIVIDEND  EXPENSE. — This  covers  all  expenses  in  connection  with 
the  collection  of  dividends  on  stocks  of  other  corporations,  also  all  ex- 
penses incurred,  as  in  the  investigation  of  the  affairs  of  the  corporations 
whose  stocks  are  held,  whether  for  the  purpose  of  detecting  mismanage- 
ment, or  for  the  purpose  of  inducing  the  declaration  of  dividends;  and 
all  expenses  connected  with  enforcing  payments  of  dividends  when 
declared. 

d.  MISCELLANEOUS  NON-OPERATING   EXPENSE. — This   covers   the 
cost  of  negotiating  contracts  by  which  the  accounting  company  is  en- 
titled to  share  in  profits  from  the  operation  of  others,  and  all  expenses 
of  collecting  the  accounting  company's  proportion  of  such  profits  and 
all  expenses  of  procuring  the  modification  or  dissolution  of  any  such 
contract ;  also  all  other  non-operating  expenses  (as  expenses  are  defined 
under  "  Income  Accounts — General  Instructions  and  Definitions,"  Sec- 
tion 7,  page  46)  which  are  not  provided  for  under  the  foregoing  sub- 
heads. 

e.  NON-OPERATING  TAXES. — This  covers  all  taxes  accruing  upon 
non-operating  property,  revenue  from  which  is  properly  credited  to 
accounts  Nos.  422  to  426  inclusive  and  all  other  taxes  not  upon  prop- 
erty but  assignable  to  non-operating  revenues. 

f.  UNCOLLECTIBLE  NON-OPERATING  REVENUES. — This  covers  any 
non-operating  revenues  judged  by  the  accounting  company  to  be  un- 
collectible. 

431.  INTEREST  ON  LONG  TERM  DEBT  AND  DEBENTURE 

STOCKS. 

This  account  shall  include  all  interest  accrued  on  outstanding  long 
term  debt  issued  or  assumed  by  the  accounting  company,  the  liability 
for  which  is  included  under  balance  sheet  account  No.  211,  "Long 
Term  Debt " ;  also  interest  accrued  on  debenture  stocks  and  on  re- 
ceiver's certificates  which  mature  more  than  one  year  after  date  of 
issue.  This  account  does  not  include  interest  on  securities  held  by 
the  accounting  company  in  its  treasury,  in  sinking  or  other  special 
funds,  or  pledged  as  collateral. 

NOTE  A. — The  amount  charged  to  this  account  shall  be  concurrently  credited 
to  account  No.  232,  "  Interest  Accrued,"  to  which  account  shall  be  debited  pay- 
ments made  on  account  of  interest. 

NOTE  B. — If  any  securities  issued  or  assumed  by  the  accounting  company  are 
held  in  a  sinking  or  other  special  fund,  the  interest  on  such  securities  shall  not 
be  charged  to  this  account. 

432.  MISCELLANEOUS  INTEREST  DEDUCTIONS. 

This  account  shall  include  interest  on  all  short-term  obligations  of 
the  accounting  company  such  as  notes  or  loans  for  terms  of  less  than 
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one  year,  unpaid  taxes,  consumers'  deposits,  or  other  accounts  payable, 
etc.  It  shall  also  include  interest  on  advances  from  affiliated  com- 
panies (see  balance  sheet  account  No.  241,  "  Advances  from  Affiliated 
Companies  ")  ;  and  interest  on  receiver's  certificates  which  mature  in 
one  year  or  less  after  date  of  issue. 

433.  AMORTIZATION  OF  DEBT  DISCOUNT  AND  EXPENSE. 

This  account  shall  include  for  any  fiscal  period  that  proportion  of 
the  unamortized  discount  and  expense  on  outstanding  debt  which  is 
applicable  to  the  period.  This  proportion  shall  be  determined  accord- 
ing to  a  rule.  The  uniform  application  of  which  during  the  interval 
between  the  issue  and  maturity  of  any  debt,  will  completely  amortize 
or  wipe  out  the  discount  at  which  such  debt  was  issued  and  the  debt 
expense  connected  therewith. 

434.  AMORTIZATION  OF  PREMIUM  ON  DEBT.— CR. 

This  account  shall  include  for  any  fiscal  period  the  proportion  of  the 
premium  at  which  outstanding  debt  was  issued  which  was  applicable 
to  the  period.  This  proportion  shall  be  determined  according  to  a 
rule  the  uniform  application  of  which  during  the  interval  between  the 
issue  and  the  maturity  of  any  debt  will  completely  amortize  or  wipe 
out  the  premium  at  which  such  debt  was  issued. 

435.  MISCELLANEOUS     AMORTIZATION     CHARGEABLE 

TO  INCOME. 

This  account  shall  include  such  amounts  as  the  accounting  company 
may  be  required  to  charge  to  income  in  amortization  of  intangible  book 
value  or  other  items  carried  among  its  assets. 

436.  MISCELLANEOUS  DEDUCTIONS  FROM  GROSS  COR- 

PORATE INCOME. 

This  account  shall  include  all  contractual  deductions  from  gross 
corporate  income  not  provided  for  in  any  of  the  foregoing  accounts. 
This  covers  unsecured  accruals  of  obligations  arising  under  contracts 
whereby  the  accounting  company  has  guaranteed  the  annual  or  more 
frequent  periodic  payment  of  money  or  performance  of  other  obligation 
on  the  part  of  another  corporation  or  person  and  because  of  the  default 
of  such  other  corporation  or  person  liability  of  the  accounting  company 
has  become  actual ;  losses  resulting  from  the  operations  of  others  when- 
ever in  accordance  with  the  terms  of  any  contract  the  accounting 
company  is  bound  to  contribute  toward  reimbursement  of  such  losses ; 
and  income  taxes  levied  upon  bondholders  and  assumed  by  the  account- 
ing company. 

437.  TAXES  ON  NET  INCOME. 

This  account  shall  include  accruals  to  cover  the  accounting  company's 
liability  for  the  payment  of  federal  income  tax,  federal  excess  profits 
tax,  state  income  taxes,  or  other  similar  taxes  when  such  taxes  are  not 


INCOME   ACCOUNTS  55 

allowed  by  the  regulatory  commission  as  revenue  deductions  in  comput- 
ing the  "  fair  "  return  on  invested  capital,  but  are  considered  to  be  a 
charge  against  the  stockholders  or  other  owners  of  the  enterprise 
instead  of  an  expense  of  the  business  to  be  transferred  to  the  public 
through  the  prices  charged  for  the  service  which  the  accounting 
company  renders. 

This  account  shall  be  charged  at  regular  accounting  intervals  and 
the  "  Tax  Liability  Account  "  (see  note  under  account  No.  231,  "  Taxes 
Accrued  ")  concurrently  credited  with  the  period's  proportion  of  such 
taxes.  If  the  exact  amount  of  the  annual  taxes  is  not  known,  it  shall 
be  estimated  and  a  due  share  of  the  estimated  amount  be  charged  for 
each  accounting  period.  From  time  to  time  during  the  year,  as  the 
actual  tax  levies  become  known,  the  periodic  charges  shall  be  adjusted 
so  as  to  include  as  nearly  as  may  be  possible  the  total  amount  of  the 
taxes  in  the  period  to  which  they  apply. 

441.  SINKING  FUND  APPROPRIATIONS. 

This  account  shall  include  such  accounts  as  are  required  by  mortgage 
provision  or  otherwise  to  be  charged  to  income  for  the  purpose  of 
retiring  or  reducing  the  bonded  or  other  obligations  of  the  accounting 
company.  It  shall  also  include  such  accretions  from  the  investment  of 
funds  specifically  set  aside  for  the  above  described  purpose  as  are 
required  to  be  added  to  a  sinking  fund  reserve  (see  also  account  No. 
425,  "  Income  from  Special  Funds  "). 

442.  DIVIDEND  APPROPRIATIONS  OF  INCOME. 

This  account  shall  include  amounts  declared  payable  as  dividends  out 
of  the  income  for  the  period  for  which  the  income  account  is  stated  on 
actually  outstanding  capital  stock  issued  or  assumed  by  the  accounting 
company. 

This  account  shall  be  subdivided  so  as  to  show  separately  the  divi- 
dends on  the  various  classes  of  capital  stock. 

If  the  dividend  is  not  payable  in  cash,  the  consideration  shall  be 
described  in  the  entry  with  sufficient  particularity  to  identify  it. 

NOTE. — This  account  shall  not  include  charges  for  dividends  on  capital  stock 
issued  or  assumed  by  the  accounting  company  and  owned  by  it  whether  held  in 
the  treasury,  in  special  deposits,  in  sinking  or  other  reserve  funds,  or  pledged  as 
collateral. 

443.  MISCELLANEOUS    APPROPRIATIONS    OF    NET    IN- 

COME. 

This  account  shall  include  all  appropriations  of  net  income  not  pro- 
vided for  in  the  three  preceding  accounts.  This  covers  appropriations 
of  income  to  special  fund  reserves  (see  account  No.  425,  "  Income 
from  Special  Funds"). 
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STANDARD  FORM  OF  PROFIT  AND  LOSS  ACCOUNT 


Balance  at  beginning  of  the  fiscal  period 
Balance  transferred  from  income  account 

501.  Dividend  appropriations  of  surplus 

502.  Appropriations  to  reserves 

503.  Miscellaneous  credits  to  Profit  and  Loss 

504.  Miscellaneous  debits  to  Profit  and  Loss 
Balance  at  the  end  of  the  fiscal  period 


Dr. 


*** 


Cr. 


*** 
*** 


*** 
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PROFIT  AND  LOSS  ACCOUNTS 
GENERAL  INSTRUCTIONS  AND  DEFINITIONS 

1.  Profit   and    Loss   Account    Defined. — The    Profit   and    Loss 
Account  is  the  collective  title  for  a  small  group  of  accounts  which  form 
the  connecting  link  between  the  income  account  and  the  balance  sheet. 
Its  principal  function  is  to  explain  changes  in  the  corporate  surplus 
or  deficit  during  a  given  fiscal  period  as  affected,  first  by  the  net  result 
of  all  the  transactions  reported  in  the  income  account;  second,  by 
appropriations  of  surplus  for  specific  purposes  made  at  the  option  of 
the  accounting  company ;  and  third,  by  special  and  unusual  transactions 
or  adjustments  such  as  are  not  regularly  recorded  in  the  income  account. 

2.  Delayed    Income    Items. — Delayed    items    are   those    repre- 
senting transactions  which  occurred  prior  to  the  period  covered  by  the 
income  account,  but  which  were  not  recorded  currently.     Such  items 
may  be  charged  or  credited  to  the  appropriate  income  account  for  the 
fiscal  period  in  which  the  transactions  are  actually  recorded.     If,  how- 
ever, the  amount  of  such  items  is  relatively  so  large  that  its  inclusion 
in  the  income  account  for  a  single  year  would  result  in  a  seriously 
abnormal  income  statement,  and  no  provision  has  been  made  through 
accruals  to  reserves  or  suspense  for  anticipating  such  transactions,  the 
accounting  company  may  distribute  the  amount  or  any  part  thereof,  to 
Profit  and  Loss. 

NOTE. — A  complete  analysis  of  each  of  the  Profit  and  Loss  accounts  hereunder 
may  be  required  in  annual  reports  to  the  regulatory  commission 
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TEXT  PERTAINING  TO  PROFIT  AND  LOSS  ACCOUNTS 

501.  DIVIDEND  APPROPRIATIONS  OF  SURPLUS. 

This  account  shall  include  amounts  declared  payable  as  dividends 
out  of  accumulated  surplus  on  actually  outstanding  capital  stock  issued 
or  assumed  by  the  accounting  company. 

This  account  shall  be  divided  so  as  to  show  separately  the  dividends 
on  the  various  classes  of  capital  stocks. 

If  a  dividend  is  not  payable  in  cash,  the  consideration  shall  be 
described  in  the  entry  with  sufficient  particularity  to  identify  it. 

NOTE. — This  account  shall  not  include  charges  for  dividends  on  capital  stock 
issued  or  assumed  by  the  accounting  company  and  owned  by  it,  whether  held  in 
the  treasury,  in  special  deposits,  in  sinking  or  other  reserve  funds,  or  pledged  as 
collateral. 

502.  APPROPRIATIONS  TO  RESERVES. 

This  account  shall  include  appropriations  from  surplus  for  sinking 
fund  and  other  reserves  and  allotments  of  surplus  or  payment  of 
definite  amounts  from  surplus  into  sinking  fund  and  other  reserves 
under  the  terms  of  mortgages,  deeds  of  trust,  or  other  contracts ; 
amounts  estimated  to  be  necessary  to  bring  the  retirement  reserve  up 
to  an  adequate  figure ;  and  such  other  appropriations  of  surplus  to  be 
set  aside  in  special  reserve  accounts  as  the  accounting  company  may 
have  the  right  or  duty  to  make. 

503.  MISCELLANEOUS  CREDITS  TO  PROFIT  AND  LOSS. 

This  account  shall  include  all  credits  affecting  the  accounting  com- 
pany's surplus  or  deficit  and  not  elsewhere  provided  for,  such  as : 

Adjustments  or  cancellation  of  balance  sheet  accounts. 

Cancellation  of  balance  sheet  accounts  representing  unclaimed  wages 
and  vouchered  accounts  written  off  because  of  the  accounting  com- 
pany's inability  to  locate  the  creditor. 

Profit  derived  from  the  sale  of  miscellaneous  investments. 

Credits  resulting  from  adjustments  required  to  bring  to  par  securities 
issued  or  assumed  by  the  accounting  company  and  reacquired  at  a  cost 
less  than  par  value. 

Premiums  on  capital  stock  at  the  time  of  its  reacquirement.  (See 
"  Balance  Sheet  Accounts — General  Instructions  and  Definitions,"  Sec- 
tion 11,  Page  5.) 

Unreleased  premiums  on  funded  debt  reacquired  before  maturity. 
(See  "  Balance  Sheet  Accounts — General  Instructions  and  Definitions," 
Section  12,  Page  6.) 

NOTE. — If  old  accounts  are  collected  which  have  been  previously  written  off 
as  uncollectible,  the  amount  received  should  be  credited  to  the  account  which 
was  originally  charged  when  the  amount  in  question  was  written  off,  and  not  tc 
"  Profit  and  Loss." 
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504.     MISCELLANEOUS  DEBITS  TO  PROFIT  AND  LOSS. 

This  account  shall  include  all  debits  affecting  the  accounting  com- 
pany's surplus  or  deficit  and  not  elsewhere  provided  for,  such  as : 

Adjustments  or  cancellation  of  balance  sheet  accounts. 

Losses  or  deficits  not  properly  chargeable  to  income  and  for  which 
no  reserve  has  been  provided. 

Losses  resulting  from  the  sale  of  miscellaneous  investments  and 
debits  resulting  from  adjustments  required  to  bring  to  par  securities 
issued  or  assumed  by  the  accounting  company  and  reacquired  at  a  cost 
exceeding  the  par  value. 

Unextinguished  discounts  on  funded  debt  reacquired  before  maturity. 

Donations  to  charitable  institutions  and  organizations  for  promoting 
social  welfare. 

Penalties  and  fines  for  violations  of  law. 
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OPERATING  REVENUE  ACCOUNTS 

SALES  OF  GAS  : 

601  Metered  sales  to  general  consumers 

602  Flat-rate  sales  to  general  consumers 

603  Prepaid  gas  sales 

604  Other  gas  corporations 

605  Municipal  street  lighting 

606  Miscellaneous  municipal  sales 

MISCELLANEOUS  REVENUES  : 

611  Commissions  on  others'  gas 

612  Rent  from  gas  appliances 

613  Rent  from  property  used  in  operation 

614  Merchandise  and  jobbing 

615  Miscellaneous  operating  revenues 
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OPERATING    REVENUE    ACCOUNTS 
GENERAL  INSTRUCTIONS  AND  DEFINITIONS 

1.  Operating   Revenue  Accounts  Defined. — Operating-  revenue 
accounts  are  those  in  which  are  recorded  the  amounts  which  the  ac- 
counting company  receives  or  becomes  lawfully  entitled  to  recover  for 
services  rendered,  for  products  or  merchandise  sold,  as  a  return  on 
property  used  in  the  company's  own  operations,  and  as  interest  on  cur- 
rent funds,  such  as  daily  bank  balances. 

2.  Basis  of  Credits  to  Operating  Revenue  Accounts. — Credits 
to  the  various  revenue  accounts  shall  be  made  upon  the  basis  of  bills 
rendered  or  of  gross  prices.     Discounts  for  prompt  payment,  correc- 
tions of  over-charges,  over-collections  theretofore  credited  and  after- 
ward corrected,  authorized  abatements  and  allowances  and  other  cor- 
rections and  deductions  shall  be  charged  to  the  revenue  account  to 
which  they  relate. 

NOTE  A. — If  a  gas  corporation  desires  to  credit  its  revenue  accounts  upon  the 
basis  of  net  price  charged  to  consumers,  it  may  be  allowed  to  do  so  upon  filing 
with  the  regulatory  commission  a  notice  of  its  intention.  In  such  case,  all  dis- 
counts forfeited  or  penalties  charged  for  delayed  payments  shall  be  credited  to 
the  revenue  accounts  involved  and  kept  in  such  form  as  to  permit  their  being 
separately  reported. 

NOTE  B. — If  the  accounting  company  sells  all  or  part  of  its  gas  through  an 
agent  under  contract  by  which  .the  agent  pays  distribution  and  other  expenses 
and  turns  over  to  the  accounting  company  the  amount  collected  from  gas  sales 
less  his  agent's  commission,  the  accounting  company  should  credit  its  revenue 
accounts  with  the  full  amount  collected  by  its  agent  and  charge  the  amount  of 
the  agent's  commission  to  operating  expense  account  Na.  762,  "  Agents'  Commis- 
sions." The  agent  should  credit  the  amount  of  the  commission  received  to 
operating  revenue  account  No.  611,  "Commissions  on  Others'  Gas,"  and  credit 
the  remainder  of  the  revenue  from  gas  sold  on  commission  to  the  account  of  the 
company  supplying  such  gas. 

3.  Delayed     Items. — Delayed     items     are     those     representing 
transactions  which  occurred  prior  to  the  period  for  which  a  revenue 
account  is  stated,  but  which  were  not  recorded  currently.    Such  items 
may  be  charged  or  credited  to  the  appropriate  revenue  account  for 
the  fiscal  period  in  which  the  transactions  are  actually  recorded.     If, 
however,  the  amount  of  such  items  is  relatively  so  large  that  its  in- 
clusion in  the  revenue  accounts  for  a  single  year  would  result  in  a  seri- 
ously abnormal  income  statement  and  no  provision  has  been  made 
through  accruals  to  reserve  or  suspense  accounts  for  anticipating  such 
transactions,  the  accounting  company  may  distribute  the  amount  or  any 
part  thereof  to  Profit  and  Loss. 

4.  No  Revenue  from  Gas  Used  in  Operations  or  Supplied  With- 
out Direct  Charge. — If  the  accounting  company  desires  to  charge 
its  various  departmental  accounts  with  the  gas  used  in  such  depart- 
ments for  light  or  heat  which  it  has  itself  manufactured  or  purchased 
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for  resale,  the  value  of  such  gas  shall  not  be  credited  to  revenue,  but  to 
the  appropriate  operating  expense  account  for  "  Duplicate  Charges." 
Similarly,  if  gas  is  supplied  without  direct  charge  in  accordance  with 
the  terms'  of  a  municipal  or  other  contract  calling  for  limited  "  free  " 
service,  in  accordance  with  franchise  requirements,  as  compensation 
for  the  services  of  employees,  etc.,  and  it  is  desired  to  charge  the  value 
of  the  gas  so  furnished  to  appropriate  operating  expense  accounts,  the 
concurrent  credit  shall  be,  not  to  a  revenue  account,  but  to  "  Duplicate 
Charges." 


OPERATING  REVENUE  ACCOUNTS  63 


TEXT  PERTAINING  TO  OPERATING  REVENUE 
ACCOUNTS 

601.  METERED  SALES  TO  GENERAL  CONSUMERS. 

This  account  shall  include  all  revenue  received  from  the  sale  of  gas 
through  ordinary  meters  for  residential,  commercial,  and  industrial 
purposes  where  the  total  receipt  is  dependent  upon  quantity  of  gas 
supplied,  except  revenues  from  the  sale  of  gas  to  municipal  corporations 
and  other  governmental  agencies  at  rates  not  available  to  non-municipal 
users. 

NOTE. — This  account  may  be  subdivided  to  show  the  sales  of  gas  for  residential, 
commercial,  and  industrial  purposes,  by  tariff  schedules,  or  otherwise  as  local 
conditions  may  require. 

602.  FLAT-RATE  SALES  TO  GENERAL  CONSUMERS. 

This  account  shall  include  all  revenues  received  from  the  sale  of  gas 
at  flat  rates  per  year,  per  night,  per  hour,  or  other  time  unit,  or  on  any 
basis  independent  of  the  quantity  of  gas  supplied,  except  revenues 
from  the  sale  of  gas  to  municipal  corporations  and  other  governmental 
agencies  at  rates  not  available  to  non-municipal  users. 

NOTE. — This  account  may  be  subdivided  to  show  the  sales  of  gas  for  residential, 
commercial,  and  industrial  purposes,  by  tariff  schedules,  or  otherwise  as  local 
conditions  may  require. 

603.  PREPAID  GAS  SALES. 

This  account  shall  include  all  revenues  derived  from  the  sale  of  gas 
delivered  through  so-called  "  Prepayment  Meters." 

604.  OTHER  GAS  CORPORATIONS. 

This  account  shall  include  all  revenues  derived  from  gas  sold  or 
supplied  to  other  gas  corporations  to  be  by  them  distributed  through 
their  own  pipes  to  consumers.  If  any  portion  of  such  gas  is  incidentally 
consumed  by  such  corporations,  whether  for  light,  heat,  or  power,  it 
should  be  included  herein  if  not  separately  measured  or  if  included 
under  the  same  contract  with  that  which  is  distributed  by  them  to  con- 
sumers. 

605.  MUNICIPAL  STREET  LIGHTING. 

This  account  shall  include  all  revenues  derived  from  lighting  streets 
for  municipal  corporations,  or  from  supplying  gas  therefor  at  special 
rates  not  available  to  non-municipal  consumers. 

NOTE. — The  word  "  streets  "  includes  parks,  plazas,  and  all  other  public  places 
except  buildings. 

606.  MISCELLANEOUS  MUNICIPAL  SALES. 

This  account  shall  include  all  revenues  derived  from  gas  supplied  to 
municipal  corporations  for  purposes  other  than  street  lighting  at  special 


64  OPERATING  REVENUE  ACCOUNTS 

rates  not  available  to  non-municipal  consumers ;  also  all  revenues  from 
gas  supplied  under  special  contract  with  federal,  state,  or  county  gov- 
ernments. 

611.  COMMISSIONS  ON  OTHERS'  GAS. 

This  account  shall  include  all  revenues  accruing  to  the  accounting 
company  for  distributing  gas  of  other  companies  through  its  pipes  and 
selling  the  same  and  for  all  other  services  performed  in  connection 
therewith.  (See  "  Operating  Revenue  Accounts — General  Instructions 
and  Definitions,"  Section  2,  Note  B,  Page  61). 

612.  RENT  FROM  GAS  APPLIANCES. 

This  account  shall  include  all  revenues  derived  from  the  letting  of 
gas  engines,  heating  appliances,  lamps,  and  other  gas  apparatus  and 
appliances  except  meters.  Where  the  contract  of  letting  names  only  a 
single  consideration  for  both  the  letting  and  the  maintenance  of  the  ap^ 
pliances  so  let,  the  entire  revenue  shall  be  included  in  this  contract. 

613.  RENT  FROM  PROPERTY  USED  IN  OPERATION. 

This  account  shall  include  rents  received  for  the  use  by  others  of 
buildings,  land,  and  other  property  devoted  to  gas  operations  of  the 
accounting  company.  This  covers  such  matters  as  rent  from  the  joint 
use  of  office  buildings,  etc. 

When  any  corporation  engages  in  gas  operations  for  the  production 
of  some  of  its  product  for  the  benefit  of  another  or  others  under  an 
arrangement  for  apportioning  the  expense  upon  the  basis  of  the  relative 
amounts  of  benefit  to  the  several  participants  in  the  arrangement,  if 
such  arrangement  provides  for  the  receipt  by  the  accounting  company 
of  any  profit  or  return  upon  its  property- such,  profit  or  return  upon 
the  property  shall,  as  it  accrues,  be  credited  to  this  account.  Such 
profit  or  return  must  be  over  and  above  any  provision  for  wear  and 
tear  and  retirement  expense  on  plant  involved  in  the  said  production, 
and  the  amount  thereof  must  be  as  provided  in  the  arrangement  under 
which  the  joint  production  occurs. 

614.  MERCHANDISE  AND  JOBBING. 

To  this  account  shall  be  credited  all  revenues  derived  from  the  sale 
of  gas  merchandise  and  from  gas  jobbing.  To  this  account  shall  be 
charged  the  cost  to  the  accounting  company  of  such  merchandise  sold, 
including  transportation  costs  and  the  cost  of  labor  employed  in  mer- 
chandise and  jobbing  work  so  far  as  it  .is  the  practice  of  the  accounting 
company  to  segregate  such  labor  cost;  also  discounts  and  allowances 
made  in  connection  with  settlement  of  bills  for  merchandise  and  job- 
bing. 

To  this  account  shall  also  be  credited  the  profit  or  commission  accru- 
ing to  the  accounting  company  on  all  jobbing  work  performed  by  it  as 
agent  under  agency  contracts,  whereunder  it  undertakes  to  do  jobbing 
work  for  another  for  a  stipulated  profit  or  commission.- 
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NOTE  A. — The  accounting  company  should  keep  this  account  in  such  detail 
as  to  enable  it  to  analyze  the  credits  and  debits  in  its  annual  reports., 

NOTE  B. — This  account  does  not  include  receipts  from  the  sale  of  superseded 
equipment  or  of  junk  or  other  scrap  or  salvage.  Such  receipts  should  be  credited 
to  the  account  to  which  the  cost  of  the  superseded  equipment  is  charged  or  (in 
the  case  of  the  sale  of  junk,  etc.)  to  account  No.  781,  "Undistributed  General 
Expenses,"  or  the  appropriate  sub-account. 

NOTE  C. — If  the  accounting  company  sells  merchandise  or  does  jobbing  work 
at  or  below  cost  for  the  purpose  of  inducing  greater  use  of  gas,  a  debit  balance 
in  this  account,  due  to  such  a  practice,  shall  be  charged  to  operating  expense 
account  No.  771,  "  New  Business  Expenses "  or  the  appropriate  subdivision 
thereof. 

NOTE  D. — If  the  accounting  company  is  engaged  in  merchandise  or  jobbing 
primarily  for  direct  profit  rather  than  for  stimulating  the  consumption  of  gas, 
such  merchandising  and  jobbing  may  be  organized  and  accounted  for  as  a  distinct 
department  of  the  accounting  company  co-ordinate  with  the  gas  department. 

615.     MISCELLANEOUS  OPERATING  REVENUES. 

This  account  shall  include  all  revenues  derived  from  gas  operations 
not  includible  in  any  of  the  foregoing  accounts.  This  covers  such 
items  as  profit  on  the  sale  of  materials  and  supplies  not  ordinarily  pur- 
chased for  resale,  sale  of  exhaust  steam,  interest  on  daily  bank  balances, 
etc. 
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OPERATING  EXPENSE  ACCOUNTS 
700      PRODUCTION  EXPENSES. 

D  C  B        701  Works  superintendence  and  labor 
A  701 . 1  Works  superintendence 

A  701.2  Boiler  labor 

A  701.3  Retort  labor 

A  701.4           Generator  labor 
A  701 . 5  Purification  labor 

A  701.6  Miscellaneous  works  labor 

D  702  Boiler  fuel  and  water 

C  B  A  702.1  Boiler  fuel 

C  B  A  702.2          Water 

D  C  B  A  703  Fuel  under  retorts 

D  C  B  A  704  Coal  carbonized 

D  C  B  A  705  Generator  fuel 

D  C  B  A  706  Water  gas  oil 

D  C  707  Miscellaneous  works  supplies  and  expenses 

B  A  707.1  Coal  gas  enricher 

B  A  707.2  Purification  supplies 

B  A  707.3  Works  expense 

B  A  707.4          Gas  storage 

D  C  B  A  708  Maintenance  of  works  and  station  structures 

D  709  Maintenance  of  works  equipment  and  apparatus 

C  B        709.1  Maintenance  of  power  equipment 

A  709.12  Maintenance  of  furnaces  and  boilers 

A  709.13  Maintenance  of  boiler  apparatus 

A  709.14  Maintenance  of  steam  accessories 

A  709.15  Maintenance  of  steam  engines 

A  709.16  Maintenance  of  internal  combustion  engines 

A  709.17  Maintenance  of  miscellaneous  power  equip- 

ment 

C  B        709.2  Maintenance  of  gas  apparatus  and  tools 

A  709.21  Maintenance  of  benches  and  retorts 

A  709.22  Maintenance  of  water  gas  sets 

A  709.23  Maintenance  of  purification  apparatus 

A  709.24  Maintenance  of  holders 

A  709.25  Maintenance  of  accessory  works  equipment 

A  709.26  Maintenance  of  laboratory  equipment 

A  709.27  Maintenance  of  implements  and  accessories 

D  C  B  A  710  Gas  from  other  sources 

D  C  B  A  711  Power  from  other  sources 

D  C  B  A  712  Steam  generated — apportionment  account 

D  C  B  A  713  Residuals  produced — Cr. 

D  C  B  A  714  Residuals  expense 

D  C  B  A  715  Duplicate  production  charges — Cr. 

D  C  B  A  716  Production  expenses  transferred — Cr. 
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720      TRANSMISSION   AND   DISTRIBUTION   EX- 
PENSES. 

D  C             721  Distribution  operation 

B  A  721.1  Transmission  pumping 

B        721.2  Distribution  superintendence  and  expenses 

A  721.21  Distribution  superintendence 

A  721.22  Distribution  supplies  and  expenses 

B        721.3  Consumers'  premises  work 

A  721.31  Maintaining  installations 

A  721 . 32  Work  on  consumers'  premises 

B  A  721.4  Removing  and  resetting  meters 

D  C             722  Distribution  maintenance 

B  A  722.1  Maintenance  of  mains 

B  A  722.2  Maintenance  of  services 

B        722.3  Miscellaneous  distribution  maintenance 

A  722.31  Maintenance  of  shop  buildings 

A  722.32  Maintenance  of  distribution  implements  and 

accessories 

A  722.33  Maintenance  of  gas  appliances 

D  C  B  A  723  Maintenance  of  consumers'  meters 

D  C  B  A  724  Duplicate  distribution  charges — Cr. 

730      STREET  LIGHTING  EXPENSES. 

D  C  B  A  731  Operation  of  street  lamps 

D  C  B  A  732          Maintenance  of  street  lamps 

760      COMMERCIAL  EXPENSES. 

D  C             761  Commercial  administration 

B  A  761.1  Commercial  general  labor 

B        761.2  Commercial  books  and  contracts 

A  761.21  Commercial  bookkeeping 

A,  761.22  Commercial  contracts 

B        761.3  Commercial  meter  reading  and  collecting 

A  761.31  Commercial  collecting 

A  761.32  Meter  reading 

B  A  761.4  Commercial  supplies  and  expenses 

D  C  B  A  762  Agents'  commissions 

770      NEW  BUSINESS  EXPENSES. 

D  C             771  New  business  expenses 

B        771 . 1  New  business  salaries 

A  771.11  New  business  management  salaries 

A  771 . 12  New  business  advertising  salaries 

B        771.2  New  business  supplies  and  expense? 

A  771.21  Demonstrations 

A  771 . 23  Advertising  supplies  and  expenses 

A  771.24  Canvassing  and  soliciting 

A  771.25  Miscellaneous    new    business    supplies     and 
expenses 
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780      GENERAL      AND      MISCELLANEOUS      EX- 
PENSES. 

D  781  Undistributed  general  expenses 

C  B  781 . 1  General  office  salaries 

A  781.11  Administrative  salaries 

A  781 . 12  Other  general  office  salaries 

C  781.2  Miscellaneous  general  expenses 

B  A  781.21  General  office  supplies  and  expenses 

B  A  781.22  General  stationery  and  printing 

B  A  781.23  Maintenance  of  general  structures 

B  A  781.24  Law  expenses 

B  A  781.25  Insurance 

B  A  781.26  Store  expenses 

B  A  781.27  Transportation  expenses 

B  A  781.28  Other  miscellaneous  general  expenses 

B  A  781.29  Undistributed  adjustments 

D  C  B  A  782  Retirement  expense 

D  C  B  783  Injuries  and  damages 

A  783 . 1  Claim  department  expenses 

A  783.2  Medical  expenses 

A  783.3  Injuries  to  employees 

A  783.4  Other  personal  injuries  and  property  damage 

A  783.5  Miscellaneous  accident  expenses 

D  C  B  A  784  Regulatory  commission  expenses 

D  C  B  785  Relief  and  welfare  work 

A  785.1  Employees'  welfare  department 

A  785.2  Pensions 

D  C  B  A  786  Franchise  requirements 

D  C  B  A  787  Amortization  of  franchises 

D  C  B  A  788  Gas  expenses  transferred — Cr. 

D  C  B  A  789  Joint  operating  expenses — Cr. 

D  C  B  A  790  Duplicate  miscellaneous  charges — Cr. 
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OPERATING  EXPENSE  ACCOUNTS 
GENERAL  INSTRUCTIONS  AND  DEFINITIONS 

1.  Operating  Expenses  Defined.— The  term  operating  expenses 
as  used  in  this  classification  means  such  expenses  as  are  necessary  to 
the  maintenance  of  the  corporate  organization,  the  rendering  of  service 
required  or  authorized  by  law,  the  sale  of  merchandise,  the  production 
(including  herein  capital  consumed),  arid  disposition  of  commodities 
produced,  and  the  collection  of  revenue  therefor.     Expenses  directly 
incident  to  the  collection  of  non-operating  revenues  and  the  mainte- 
nance of  property  from  which  non-operating  revenues  are  derived  are 
excluded  from  operating  expenses. 

2.  Definitions  of  Certain  Terms  Used  in  Connection  with  Ex- 
pense  Accounts. — Except   where   some   other   meaning  is   clearly 
specified  in  the  definition  of  the  accounts  the  following  words,  wher- 
ever used  hereunder,  have  the  meanings  below  stated : 

Cost  means  cash  or  money  cost,'  and  not  price  based  on  a  term  of 
credit. 

Labor  means  human  services  of  whatever  character. 

Cost  of  labor  includes  wages,  salaries,  and  fees  paid  to  persons  for 
their  services. 

Cost  of  materials  and  supplies  includes  all  specifically  assignable 
transportation  charges  incurred  in  obtaining  the  delivery  of  such 
materials  and  supplies  upon  the  premises  of  the  purchaser,  such  as 
packing,  drayage,  freight,  insurance,  customs  duties,  commissions,  etc., 
and  cost  of  any  special  tests  made  thereon  prior  to  their  acceptance ; 
and  in  case  the  accounting  person  or  corporation  desires,  it  may  include 
a  suitable  proportion  of  store  expenses  (when  the  materials  and 
supplies  are  passed  through  stores)  and  the  cost  of  further  trans- 
portation to  the  place  of  consumption,  and  a  suitable  proportion  of 
the  expenses  of  the  purchasing  department  in  which  case  a  correspond- 
ing credit  shall  be  made  to  the  suitable  expense  account  as  hereinafter 
provided. 

Cost  of  repairs,  when  made  by  the  accounting  person  or  corporation, 
includes  cost  of  labor  expended  and  material  consumed,  and  incidental 
expenses  such  as  carfare,  permits,  inspection,  etc.,  less  salvage,  if  any. 

Current  maintenance  includes  such  expense  necessary  to  maintain 
the  tangible  property  in  a  state  of  operating  efficiency  as  do  not  result 
in  a  substantial  change  of  identity  in  any  particular  unit  of  property. 
It  includes  the  cost  of  minor  replacements  of  small  parts  commonly 
called  the  cost  of  repairs,  but  it  does  not  include  the  cost  of  replacing 
individual  structures,  facilities,  or  units  of  equipment,  or -important 
sections  of  continuous  structures  such  as  gas  mains.  Current  main- 
tenance costs  are  chargeable  to  operating  expenses  and  wherever 
the  word  "  maintenance "  is  used  in  the  definition  of  an  operating 
expense  account,  current  maintenance  is  to  be  understood.  The  cost 
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of  replacing  the  larger  units  is  chargeable  to  fixed  capital  from  which 
the  cost  of  the  property  replaced  must  be  deducted. 

NOTE. — It  is  not  required  that  the  transportation  element  of  cost  shall  be 
assigned  with  greater  degree  of  accuracy  than  to  the  nearest  cent  per  unit  of 
material  or  supply.  Where  a  single  transportation  item  covers  a  multitude  of 
things  the  portion  of  the  expense  not  assigned  to  specific  things  should  be  charged 
to  the  same  account  that  store  expenses  are  charged  to. 

3.  Unaudited  Bills  and  Vouchers. — When  bills  covering  oper- 
ating expense  items  are  not  received  in  time  for  audit,  and  when 
vouchers  are  not  made  in  time  for  inclusion  in  the  operating  accounts 
for  the  month  in  which  the  transactions  occur,  the  items  may  be  esti- 
mated and  in  such  form  charged  or  credited  to  operating  accounts,  and 
credited  or  charged  to  operating  reserves,  the  necessary  adjustments 
being  made  later  when   the  bills  and  vouchers  are   taken   into   the 
accounts. 

4.  Delayed     Items. — Delayed     items     are     those     representing 
transactions  which  occurred  prior  to  the  period  covered  by  the  income 
account,  but  which  were  not  recorded  currently.     Such  items  may  be 
charged  or  credited  to  the  appropriate  expense  account  for  the  fiscal 
period  in  which  the  transactions  are  actually  recorded.     If,  however, 
the  amount  of  such  items  is  relatively  so  large  that  its  inclusion  in  the 
expense  accounts  for  a  single  year  would  result  in  a  seriously  abnormal 
income  statement,  and  no  provision  has  been  made  through  accruals 
to  reserves  or  suspense  accounts  for  anticipating  such  transactions,  the 
accounting  company  may  distribute  the  amount  or  any  part  thereof  to 
Profit  and  Loss. 

5.  Salvage   and   Insurance. — Salvage   and   insurance   recovered 
in  connection  with  maintenance  jobs  not  involving  deductions   from 
fixed  capital  shall  be  credited  to  the  appropriate  maintenance  account. 
(See  "  Fixed  Capital  Accounts — General  Instructions  and  Definitions," 
Section  6,  Page  28). 

If  the  insurance  on  damaged  property  is  relatively  large  and  is 
received  before  the  repairs  have  been  completed,  a  disproportionate 
credit  to  operating  expenses  may  be  avoided  by  crediting  the  amount 
of  the  insurance  recovered  to  a  suspense  account  to  which  the  cost 
of  the  repair  shall  then  be  charged  to  the  extent  that  it  is  covered  by 
insurance. 

Insurance  recovered  in  connection  with  personal  injuries  shall  be 
credited  to  account  No.  783,  "  Injuries  and  Damages,"  or  the  appro- 
priate subdivision  thereof.  Dividends  distributed  by  mutual  insurance 
companies  shall  be  credited  to  the  account  to  which  the  insurance 
premium  is  charged.  Recoveries  under  fidelity  bonds  shall  be  credited 
to  the  account  charged  with  the  loss. 

6.  Retirement  Expense. — An  account  is   provided   in   which   to 
include   charges   made   in   order  that  corporations   may,  through   the 
creation  of  adequate  reserves,  equalize  from  year  to  year,  as  nearly  as 
is  practicable,  the  losses  incident  to  important  retirements  of  buildings, 
etc.,  or  of  large  sections  of  continuous  structures  like  gas  mains,  or  of 
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definitely  identifiable  units  of  plant  or  equipment.  "  Losses  "  used 
above  means  in  each  case  the  excess  of  the  original  cost  to  the 
accounting  company  of  the  property  retired  plus  the  cost  of  dis- 
mantling or  removing,  over  its  salvage  value  at  the  time  of  its  retire- 
ment. The  cost  of  replacing  minor  parts,  which  is  not  recorded  by 
any  entries  in  the  fixed  capital  accounts,  and  which  is  commonly  called 
the  cost  of  "repairs"  or  "maintenance"  as  distinguished  from  the 
cost  of  "  replacements "  of  large  units,  need  not  be  provided  for 
through  a  retirement  reserve.  The  amounts  charged  to  retirement 
expense  should  be  upon  a  basis  determined  to  be  equitable  according 
to  the  accounting  company's  experience  and  best  sources  of  informa- 
tion, and  should  in  all  cases  be  sufficient  to  provide  during  a  period  of 
years  a  reserve  against  which  can  be  written  off  all  losses  sustained 
upon  the  retirement  of  property  for  any  cause  whatsoever. 

A  statement  of  the  rule  used  by  the  accounting  company  for  com- 
puting these  charges  shall  be  included  in  its  annual  report  to  the 
regulatory  commission.  If  the  accounting  company  so  desires,  it  may 
file  with  the  commission  a  verified  copy  of  its  rule  for  determining 
annual  retirement  charges,  and  refer  to  such  rule  in  its  annual  report 
in  place  of  repeating  it  in  full  each  year. 

7.  Classification  of  Corporations  by  Revenue. — For  the  purpose 
of  this  classification  of  accounts  gas  corporations  are  divided  into  four 
classes  as  follows : 

Class  A. — Corporations  having  average  annual  operating  revenues 
exceeding  $250,000. 

Class  B. — Corporations  having  average  annual  operating  revenues 
exceeding  $50,000,  but  not  over  $250,000. 

Class  C. — Corporations  having  average  annual  operating  revenues 
exceeding  $10,000,  but  not  over  $50,000. 

Class  D. — Corporations  having  average  annual  operating  revenues 
of  $10,000  or  less. 

In  order  that  frequent  changes  may  be  avoided,  the  class  to  which 
a  gas  corporation  belongs  may  be  determined  by  the  average  of  its 
annual  revenues  for  the  three  years  next  preceding  the  effective  date 
of  this  accounting  classification.  If  at  the  close  of  any  fiscal  year 
following,  the  average  of  its  annual  revenues  for  the  three  next  pre- 
ceding years  is  greater  than  the  maximum  for  the  class  in  which  the 
corporation  has  been  grouped,  it  shall  automatically  be  grouped  with 
the  higher  class  in  which  it  falls  by  virtue  of  such  increased  annual 
revenues.  Corporations  engaged  in  new  enterprises  the  annual  revenue 
from  which  is  not  known  in  advance  shall  be  classed  in  accordance 
with  a  reasonable  estimate  of  their  prospective  revenue. 

The  classification  of  operating  expenses  which  follows  is  adapted  to 
corporations  in  all  four  classes.  The  primary  accounts  are  expanded 
and  subdivided  as  will  be  indicated  to  meet  the  needs  of  each  class. 
No  separate  definitions  are  stated  for  accounts  which  are  thus  divided, 
but  the  content  of  such  accounts  is  to  be  found  in  the  definitions  of  the 
final  sub-divisions.  When  such  sub-divisions  are  kept  as  primary 
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ledger  accounts  it  will  not  be  necessary  to  keep  also  the  account  which 
has  been  -subdivided. 

Each  corporation  will  be  expected  to  keep,  so  far  as  they  are 
applicable  to  its  business,  at  least  the  accounts  provided  for  the  class 
to  which  it  belongs.  Any  corporation  may,  however,  keep  any  or  all 
of  the  accounts  of  the  more  extended  schemes  provided  for  those  cor- 
porations which  are  in  higher  revenue  classes.  If  desired,  further 
refinements  or  extensions  of  the  scheme  of  accounts  to  meet  the  needs 
of  individual  corporations  may  be  made  by  subdividing  the  accounts 
herein  established,  provided  that  the  integrity  of  the  required  accounts 
is  not  impaired. 

Each  title  in  a  condensed  classification  is  to  be  understood  to  com- 
prise the  titles  following  it  for  a  more  expanded  classification.  The 
letter  D  preceding  the  title  denotes  that  at  least  the  accounts  so  indi- 
cated must  be  kept  by  corporations  in  Class  D  so  far  as  they  are 
applicable  to  its  business.  The  letter  C  indicates  the  accounts  that 
must  be  kept  by  Class  C  corporations,  and  so  on.  Accounts  that  are 
to  be  kept  as  primary  accounts  by  more  than  one  class  of  corporations 
are  indicated  by  prefixing  the  letters  of  all  the  classes  which  are 
required  to  keep  such  accounts. 
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TEXT  PERTAINING  TO  OPERATING  EXPENSE 
ACCOUNTS 

GENERAL  ACCOUNTS 

700  Production  Expenses 

720  Transmission  and  Distribution  Expenses 

730  Municipal  Street  Lighting  Expenses 

760  Commercial  Expenses 

770  New  Business  Expenses 

780  General  and  Miscellaneous  Expenses 

700     PRODUCTION  EXPENSES 

NOTE. — If  the  accounting  company  operates  two  or  more  separate  and  distinct 
plants  for  the  production  of  gas  or  if  it  produces  gas  by  two  or  more  processes 
or  methods,  it  should  keep  (with  the  detail  herein  described)  separate  accounts 
covering  production  at  the  several  plants,  and  so  far  as  practicable,  for  each 
process  or  method.  Where  two  or  more  processes  or  methods  are  used,  separate 
sub-accounts  should  be  kept  for  expenses  caused  solely  by  any  particular  method 
and  one  for  expenses  common  to  two  or  more  methods.  Gas  obtained  from 
another  company  should  be  separately  accounted  for  as  in  the  case  of  that 
produced  by  a  separate  process  or  method. 

All  of  the  defined  titles  and  sub-titles  in  production  expenses 
relate  both  to  coal  gas  and  to  water  gas  except  those  below  listed 
which  are  restricted  as  indicated. 

Titles  relating  to  Coal  Gas  only  Titles  relating  to  Water  Gas  only 

Retort  house  labor  Generator  house  labor 

Fuel  under  retorts  Generator  fuel 

Coal  carbonized  Water  gas  oil 

Coal  gas  enricher  Repairs  of  water  gas  sets 

Repairs  of  benches  and  retorts 

D  C  B       701          \YORKS    SUPERINTENDENCE    AND    LA- 
BOR. 
A  701.1          WORKS  SUPERINTENDENCE. 

This  account  shall  include  the  salaries  of  superintendents  and  assist- 
ants, chemists,  day  and  night  foremen  and  station  clerks. 

A  701. 2          BOILER  LABOR. 

This  account  shall  include  the  cost  of  labor  employed  in  weigh- 
ing and  handling  coal,  coke,  and  breeze  from  place  of  storage  to 
boilers;  labor  employed  in  operating  boilers  and  engines  (including 
such  labor  as  that  of  shovelers,  weighers,  boiler  firemen  and  engineers, 
and  oilers)  ;  and  labor  employed  in  pumping  oil  tar  from  generators 
through  separators  to  storage  tanks,  and  from  storage  tanks  to  boilers ; 
also  such  labor  as  that  of  pump  house  men  and  that  employed  in  re- 
moving ashes. 
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A  701.3          RETORT  LABOR. 

This  account  shall  include  the  cost  of  labor  employed  in  firing 
benches,  charging  and  recharging  retorts,  patching  and  scurfing  retorts, 
cleaning  pipes  and  lids,  quenching  and  handling  coke  used  under 
benches  and  handling  coal  from  place  of  storage  to  retort  house.  This 
covers  such  labor  as  that  of  foremen,  firemen,  furnace  men,  retort 
tenders,  patchers,  pipe  men,  lid  cleaners,  coke  quenchers,  guy  men, 
riggers,  shovelers,  and  wellers. 


A  701.4          GENERATOR  LABOR. 

This  account  shall  include  the  cost  of  labor  employed  in  weighing 
and  handling  coal  and  coke  from  place  of  storage  to  charging  floor 
and  in  operating,  firing,  clinkering,  and  cleaning  generators.  This 
covers  such  labor  as  that  of  shovelers,  weighers,  pumpers,  generator 
firemen  and  runners. 

A  701.5          PURIFICATION  LABOR. 

This  account  shall  include  the  cost  of  labor  employed  in  emptying, 
cleaning  and  filling  purifier  boxes,  oiling  dip  sheets  of  purifier  covers, 
reviving  oxide,  and  removing  spent  oxide  to  refuse  pile.  This  covers 
such  labor  as  that  of  foremen  and  laborers. 

A  701.6          MISCELLANEOUS  WORKS  LABOR. 

This  account  shall  include  the  cost  of  general  labor  in  and  about 
the  works  not  specifically  engaged  in  the  manufacture  of  gas,  such 
as  that  of  "watchmen,  janitors,  and  messengers,  laborers  employed  in 
cleaning  up  yards,  removing  snow  and  cleaning  out  refuse  pile. 

D  702          BOILER  FUEL  AND  WATER. 

C  B  A  702.1  BOILER  FUEL. 

This  account  shall  include  the  cost  of  all  fuel  used  for  steam, 
whether  coal,  oil,  gas  or  other  fuel,  f .o.b.  station  or  storage  pile.  This 
will  include  the  invoice  cost  of  fuel,  freight,  switching,  rent  of  rail- 
road sidings,  demurrage,  cost  of  unloading  from  cars  or  boats  to 
wagons,  and  cartage  to  point  of  delivery  at  plant  for  storage,  or  un- 
loading from  scows  or  cars  and  conveying  to  place  of  storage.  In  case 
coal  is  transferred  from  one  place  of  storage  to  another,  this  cost 
should  also  be  included,  and  any  discrepancy  between  the  actual  amount 
of  coal  on  hand  and  that  recorded  on  the  books  of  the  company  should 
likewise  be  taken  care  of  in  this  account.  Concurrent  credit  will  be 
made  to  a  sub-account  called  "Boiler  Fuel  Stock"  under  balance  sheet 
account  No.  115,  ''Materials  and  Supplies." 

NOTE. — If  boiler  fuel  is  delivered  from  point  of  shipper's  delivery  to  boilers 
by  other  than  boiler  house  labor,  cost  of  such  labor  should  be  included  in  the  cost . 
of  fuel. 
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C  B  A  702.2          WATER. 

This  account  shall  include  the  cost  of  water  for  boilers,  for  con- 
densers, and  for  cooling  engines ;  also  boiler  compound.  Water  used 
for  general  station  purposes  should  not  be  included. 

If  water  is  purchased,  charge  at  the  contract  price  or.  the  meter  rate. 

If  water  is  pumped  by  the  company,  charge  here  the  cost  of  pumping. 

This  account  should  include  all  labor  cost  in  connection  with  the 
handling  of  water;  such  as  operating  the  pumping  station,  and  ex- 
pense such  as  cost  of  chemicals  used  in  purification  and- filtration. 

D  C  B  A  703          FUEL  UNDER  RETORTS. 

This  account  shall  include  the  cost  (in  storage  pile)  of  fuel  used 
under  retorts.  The  same  elements  of  cost  should  be  included  as  for 
"Boiler  Fuel."  Concurrent  credit  will  be  made  to  a  sub-account  "Re- 
tort Fuel  Stock"  under  Balance  Sheet  Account  No.  115,  "Materials  and 
Supplies." 

NOTE. — If  fuel  is  delivered  from  storage  to  retort  house  by  other  than  retort 
house  labor,  cost  of  such  labor  should  be  included  in  the  cost  of  fuel. 


D  C  B  A  704          COAL  CARBONIZED. 

This  account  shall  include  the  cost  (in  storage  pile)  of  gas  coal 
used  in  retorts.  The  same  elements  of  cost  should  be  included  as  for 
"Boiler  Fuel."  Concurrent  credit  will  be  made  to  a  sub-account  called 
"Gas  Coal  Stock"  under  Balance  Sheet  Account  No.  115,  "Materials 
and  Supplies." 

NOTE. — If  fuel  is  delivered  from  storage  to  retort  house  by  other  than  retort 
house  labor,  cost  of  such  labor  should  be  included  in  the  cost  of  fuel. 

D  C  B  A  705          GENERATOR  FUEL. 

This  account  shall  include  the  cost  (in  storage  pile)  of  fuel  used 
in  generators.  The  same  elements  of  cost  should  be  included  as  for 
"Boiler  Fuel."  Concurrent  credit  will  be  made  to  a  sub-account  called 
"Generator  Fuel  Stock"  under  Balance  Sheet  Account  No.  115,  "Ma- 
terials and  Supplies." 

NOTE. — If  generator  fuel  is  delivered  from  storage  to  generator  house  by 
other  than  generator  house  labor,  cost  of  such  labor  should  be  included  in  cost 
of  generator  fuel. 

D  C  B  A  706          WATER  GAS  OIL. 

This  account  "shall  include  the  cost  (in  storage  tanks)  of  gas  oil 
or  naphtha  used  in  making  water  gas.  The  same  elements  of  cost 
should  be  included  as  for  "Boiler  Fuel."  Concurrent  credit  will  be 
made  to  a  sub-account  called  "Gas  Oil  Stock"  under  Balance  Sheet 
Account  No.  115,  "Materials  and  Supplies." 
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D  C  707          MISCELLANEOUS      WORKS      SUPPLIES 

AND  EXPENSES. 

B  A  707.1          COAL  GAS  ENRICHER. 

This  account  shall  include  the  cost  (in  storage)  of  enricher  materials 
used  in  enriching  coal  gas.  Concurrent  credit  will  be  made  to  a  sub- 
account  called  "Enricher  Stock"  under  Balance  Sheet  Account  No. 
115,  "Materials  and  Supplies." 

B  A  707.2          PURIFICATION  SUPPLIES. 

This  account  shall  include  the  cost  of  materials  used  in  gas  purifica- 
tion. Concurrent  credit  will  be  made  to  a  sub-account  called  "Purifier 
Stock"  under  Balance  Sheet  Account  No.  115,  "Materials  and  Sup- 
plies." 

B  A  707.3          MISCELLANEOUS  WORKS  EXPENSE. 

This  account  shall  include  the  cost  of  sundry  supplies  and  expenses 
in  connection  with  the  works  not  includible  in  other  accounts.  This 
covers  lubricating  oil,  waste  and  packing,  and  other  small  materials 
of  like  nature  used  in  gas  production ;  also  incidental  items  such  as 
stationery,  telegrams,  telephone,  ice,  brooms,  mops,  kerosene,  soap, 
towels,  and  similar  expenses  connected  with  the  works. 

B  A  707.4          GAS  STORAGE. 

This  account  shall  include  the  cost  of  labor  and  material  (except 
maintenance)  employed  in  storing  and  regulating  the  flow  of  gas  to 
distribution  mains  by  holder  pressure.  This  covers  firemen,  engi- 
neers, valve  men,  and  superintendents  when  engaged  on  gas  storage; 
and  cost  of  coal,  coke,  water,  and  incidentals. 

D  C  B  A  708        '  MAINTENANCE    OF    WORKS    AND    STA- 
TION STRUCTURES. 

This  account  shall  include  the  cost  of  maintaining  works  and  station 
structures,  including  permanent  piers  and  other  foundations.  Such 
structures  include  retort  houses,  generator  houses,  purifier  houses,  en- 
gine houses,  boiler  houses,  relief  holders,  meter  nouses,  coal-sheds, 
coke  sheds,  tar  houses  and  wells,  oil  tanks,  and  other  structures  for 
storage  of  fuel  to  be  consumed  or  carbonized  in  the  production  of  gas 
and  the  operations  auxiliary  thereto ;  structures  for  residuals  and  by- 
products ;  appurtenant  walks,  fences,  drives,  tramways,  trestles,  etc., 
and  all  fixtures  permanently  attached  to  such  structures  and  made  a 
part  thereof ;  also  all  buildings,  holder  houses,  and  other  structures  at 
outlying  holder'  stations,  except  the  holders  and  their  appurtenances. 

NOTE. — Maintenance  of  short-lived  and  specially  provided  foundations  and 
settings  for  furnaces  and  boilers,  steam  engines,  gas  engines,  pump  generators, 
benches,  condensers,  washers,  scrubbers,  purifiers,  etc.,  shall  not  be  included  here- 
in. Such  foundations  and  settings,  and  the  apparatus  and  machinery  to  which 
they  pertain,  are  not  intended  to  be  included  under  the  term  fixtures  as  above 
used.  Nor  should  repairs  of  gas  holders  other  than  relief  holders  be  included 
in  this  account. 


OPERATING  EXPENSE  ACCOUNTS  77 

D  709          MAINTENANCE  OF  WORKS  EQUIPMENT 

AND  APPARATUS. 

C  B       709.1          MAINTENANCE     OF     POWER     EQUIP- 
MENT. 

A  709.12  MAINTENANCE  OF  FURNACES  AND 

BOILERS. 

This  account  shall  include  the  cost  of  maintaining  the  boilers  and 
furnaces  and  their  specially  provided  foundations  and  settings. 

Principal  items : — Brick  work,  metal  smoke-stacks,  bridge  wall, 
arches,  jambs,  grate  bars,  stoker  bars  and  webbs,  furnace  valves, 
superheaters,  damper  regulators  and  tubes. 

A  709.13  MAINTENANCE    OF    BOILER    APPA- 

RATUS. 

This  account  shall  include  the  cost  of  maintaining  feed  water,  coal, 
and  ash  handling  systems  and  auxiliary  apparatus  in  the  fireroom. 

Principal  .items :  Feed  pumps,  blower  engines,  coal  conveyors,  dig- 
gers, trolley  and  cable  towers,  crusher  and  belt  lines,  brackets,  wells, 
chutes,  and  gates,  ash  conveyor  cars,  winches,  motors,  bucket,  ^haft, 
chain  and  wheels ;  filters,  boiler  compound  injector  and  pump ;  heaters, 
primary  and  secondary ;  economizers  and  water  meters. 

• 

A  709. 14  MAINTENANCE    OF    STEAM    ACCES- 

SORIES. 

This  account  shall  include  the  cost  of  maintaining  the  piping  system 
in  connection  with  the  making  of  steam  and  delivery  thereof  to  the 
prime  movers.  This  covers  those  steam  accessories  included  in  Fixed 
Capital  Account  No.  313,  "  Boiler  Plant  Equipment,"  i.  e.,  those  not 
considered  a  part  of  the  steam  engine. 

Principal  items :  Water  feed  piping,  cold  main,  hot  main,  water 
suction,  valves,  joints,  jackets,  ash  pit  drains  and  ash  pocket  siphons, 
oil  drains  from  engine  crank  pits,  receiving  tanks,  filter  pumps  to 
engine  valve,  steam  and  exhaust  line  systems,  sewer  connections  and 
air  line. 

NOTK. — When  the  system  for  supplying  boiler  or  condenser  water  is  elaborate, 
as  when  it  includes  a  dam,  reservoir,  canal  and  nipe  line,  a  separate  sub-account 
shall  be  maintained  for  it  under  Account  No.  708,  "  Maintenance  of  Works  and 
Station  Structures." 

A  709.15  MAINTENANCE  OF  STEAM  ENGINES. 

This  account  shall  include  the  cost  of  maintaining  steam  engines 
whether  reciprocating  or  rotary,  devoted  to  use  as  prime  movers  in 
gas  works.  This  covers  the  cost  of  maintaining  apparatus,  auxiliary 
to  the  prime  movers,  including  condensers,  tubes,  heads,  doors,  etc. ; 
pumps,  air  and  circulating;  wet  vacuum,  dry  vacuum,  and  oil  systems; 
but  not  the  power  conveying  apparatus. 
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A  709.16  MAINTENANCE  OF  INTERNAL  COM- 

BUSTION ENGINES. 

This  account  shall  include  the  cost  of  maintaining  all  internal  com- 
bustion engines  devoted  to  use  as  prime  movers  in  gas  works  and  sta- 
tions, including  the  specially  provided  foundations  and  settings  of  such 
engines.  The  engine  includes  the  inlet  valve,  governor  and  ignition 
and  starting  apparatus,  but  not  the  pipe  leading  from  the  gas  holder, 
nor  the  exhaust  pipe. 

A  709. 17  MAINTENANCE  OF  MISCELLANEOUS 

POWER  EQUIPMENT. 

This  account  shall  include  the  cost  of  maintaining  all  miscellaneous 
power  equipment  at  gas  works  which  is  not  includible  in  any  of  the 
foregoing  accounts. 

Principal  items:  Belts,  pulleys,  hangers,  counter  shafts  and  other 
apparatus  intermediary  between  the  prime  mover  and  the  apparatus 
operated,  cranes,  hoists,  etc.,  and  machine  tools  and  such  other  tools 
at  power  plants  as  are  proper  to  be  capitalized,  etc. 

C  B       709.2          MAINTENANCE    OF   GAS    APPARATUS 

AND  TOOLS. 

A  709.21  MAINTENANCE    OF    BENCHES    AND 

RETORTS. 

This  account  shall  include  the  cost  of  all  maintenance  of  benches. 
This  covers  the  retorts  and  their  settings  and  auxiliary  piping,  includ- 
ing ascension  pipes,  and  foul  and  hydraulic  mains. 

A  709 . 22  MAINTENANCE  OF  WATER  GAS  SETS. 

This  account  shall  include  the  cost  of  maintaining  all  water  gas 
generators  and  accessories  devoted  to  the  production  of  gas,  specially 
provided  foundations  and  setting  for  such  water  gas  sets,  and  the 
flues  leading  therefrom  to  smoke-stacks  and  chimneys.  This  covers 
not  only  generators,  carburetors,  superheaters,  cells,  and  piping  con- 
nected therewith,  but  also  blast  apparatus,  oil  and  steam  supplying 
apparatus,  oil  heaters,  etc.  It  does  not  include  pipes  whose  primary 
purpose  is  the  heating  of  buildings. 

A  709.23  MAINTENANCE    OF    PURIFICATION 

APPARATUS. 

This  account  shall  include  the  cost  of  all  repairs  of  the  apparatus 
for  purifying  gas  including  condensers,  washers,  scrubbers,  puri- 
fiers, tar  extractors,  etc.,  and  their  specially  provided  foundations  and 
settings. 

A  709.24  MAINTENANCE  OF  HOLDERS. 

This  account  shall  include  the  cost  of  all  repairs  of  gas  holders 
(other  than  relief  holders  and  appurtenances)  at  works  and  of  those 
at  district  stations. 

NOTE. — Repairs  of  holder  housings  and  relief  holders  should  be  charged  to 
account  No.  708,  "Maintenance  of  Works  and  Station  Structures." 
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A  709.25  MAINTENANCE   OF   ACCESSORY 

WORKS  EQUIPMENT. 

This  account  shall  include  the  cost  of  maintaining  accessory  equip- 
ment and  apparatus  used  in  the  production  and  storage  of  gas  not 
specifically  provided  for  in  the  foregoing  accounts.  This  covers  repairs 
of  exhausters,  station  meters, "governors,  etc.,  apparatus  for  charging 
retorts,  conveyors  for  disposing  of  coke  and  other  products  and 
residuals,  tar  and  ammonia  apparatus,  pumps,  pipes,  tanks,  etc. 

A  709.26  MAINTENANCE  OF  LABORATORY 

EQUIPMENT. 

This  account  shall  include  the  cost  of  maintaining  laboratory  equip- 
ment. 

A  709.27  MAINTENANCE  OF  IMPLEMENTS 

AND  ACCESSORIES. 

This  account  shall  include  the  cost  of  sharpening  and  repairing  im- 
plements and  accessories  assigned  to  the  gas  works  and  not  includible 
under  any  of  the  foregoing  heads. 

D  C  B  A  710          GAS  FROM  OTHER  SOURCES. 

This  account  shall  include  the  purchase  price  of  gas  bought  from 
other  companies  for  distribution  through  the  system  of  the  accounting 
company ;  also  the  accounting  company's  proportion  of  the  cost  of  pro- 
duction of  gas  produced  by  another  concern  for  the  use  of  the  account- 
ing company  under  any  joint  arrangement  for  the  sharing  of  expense. 

D  C  B  A  711          POWER  FROM  OTHER  SOURCES. 

This  account  shall  include  the  cost  to  the  accounting  company  of 
electric  energy,  steam,  hydraulic  power,  power  gas,  etc.,  purchased  or 
jointly  produced  for  the  purpose  of  furnishing  motive  power  in  the 
accounting  company's  gas  works. 

NOTE. — Electric  energy  purchased  at  established  tariff  rates  from  other  com- 
panies for  lighting  offices,  stations,  etc.,  or  other  similar  purposes  connected  with 
the  operation  of  the  accounting  company  shall  not  be  charged  to  this  account 
but  to  the  appropriate  departmental  expense  account. 

D  C  B  A  712       '   STEAM  GENERATED— APPORTIONMENT 
ACCOUNT. 

This  account  will  be  raised  only  by  companies  manufacturing  both 
coal  gas  and  water  gas,  or  operating  in  connection  with  the  gas  utility 
other  utilities  (see  third  paragraph)  or  departments  which  make 
demand  upon  the  same  boiler  plant. 

Where  a  demand  of  this  character  is  made  upon  a  boiler  plant,  the 
expenses  incident  to  generating  steam  shall  be  transferred  from  the 
foregoing  accounts  to  this  account  at  the  close  of  the  month.  The 
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total  cost  of  generating  steam  as  then  shown  shall  be  apportioned  to 
coal  gas  and  water  gas  production  and  to  other  departments  (if 
any)  using  the  steam,  by  credits  to  this  account. 

If  the  gas  utility  is  operated  in  connection  with  an  electric  utility, 
and  the  steam  supply  is  obtained  from  a  common  boiler  plant,  the  cost 
of  generating  steam  will  be  kept  under  the  electric  group  of  accounts, 
and  the  total  cost  thereof  apportioned,  and  the  amount  representing 
the  cost  of  steam  for  the  production  of  coal  gas  shall  be  charged  to 
this  account. 

The  details  of  the  cost  of  generating  steam,  and  the  amounts  appor- 
tioned to  the-different  utilities  or  departments  using  the  steam,  and  the 
basis  used  for  the  apportionment  may  be  called  for  in  annual  reports 
to  the  regulatory  commission. 

D  C  B  A  713          RESIDUALS  PRODUCED— CR. 

This  account  shall  be  credited  and  the  appropriate  "Stock"  account 
charged  periodically  with  the  estimated  value  of  residuals  produced. 
Separate  sub-accounts  shall  be  maintained  for  each  kind  of  residuals. 

NOTE. — If  the  net  amount  realized  from  the  sale  of  residuals  is  greater  or  less 
than  the  amount  at  which  they  were  originally  credited,  an  adjusting  entry  should 
be  made  crediting  or  charging  this  account  and  charging  or  crediting  the  "stock" 
account  with  the  difference. 

D  C  B  A  714          RESIDUALS  EXPENSE. 

This  account  shall  include  all  expense  incurred  in  preparing  and 
handling  residuals  for  sale,  together  with  the  cost  of  making  deliveries. 

NOTE. — This  account  should  be  divided  in  such  manner  as  to  show  the  expense 
applicable  to  each  kind  of  residuals. 

D  C  B  A  715         DUPLICATE  PRODUCTION  CHARGES— CR. 

This  account  shall  be  credited  with  all  charges  made  to  production 
expense  accounts  for  gas  consumed  at  works  and  outside  holder 
stations  and  not  otherwise  provided  for. 

D  C  B  A  716          PRODUCTION  EXPENSES  TRANSFERRED 
— CR. 

This  account  shall  include  such  part  of  the  accounting  company's 
cost  of  producing  gas  as  is  properly  chargeable  to  another  co-ordinate 
department,  as,  for  example,  an  electric  railroad  'or  an  electric  light 
and  power  department. 

720     TRANSMISSION   AND    DISTRIBUTION   EXPENSES 
D  C  721          DISTRIBUTION  OPERATION. 

B  A  721.1          TRANSMISSION  PUMPING. 

This  account  shall  include  the  cost  of  pumping  gas  through  mains 
to  the  distribution  system ;  this  covers  inspection  and  regulation  of 
booster  governor.  Charges  to  this  account  should  be  recorded  in  such 
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detail  as  to  permit  the  accounting  company  to  report  separately  those 
relating  solely  to  purchased  gas. 

NOTE. — In  gas  operations  when  gas  is  delivered  to  the  supply  system  outside 
the  works  at  substantially  works  pressure,  the  pipe  system,  including  mains,  feed- 
ers, and  services  (and  supply  pipes  to  outlaying  holders,  if  any),  should  all  be 
classed  in  the  distribution  system.  When  the  pressure  is  raised  by  means  of 
boosters  and  the  gas  is  delivered  to  the  pipes  at  higher  than  works  •  pressure, 
and  is  later  reduced  in  pressure  and  delivered  to  the  distribution  system  proper, 
that  portion  of  the  pipe  system  used  for  conducting  gas  at  the  raised  pressure 
should  be  classed  as  the  transmission  system. 

B        721.2          DISTRIBUTION        SUPERINTENDENCE 
AND  EXPENSES. 

A  721.21  DISTRIBUTION  SUPERINTENDENCE. 

This  account  shall  include  the  cost  of  all  labor  employed  in  superin- 
tending the  operation  of  the  street  department,  and  fitting  and  repair 
shops,  such  as  the  salaries  of  superintendents,  foremen,  clerks,  time- 
keepers, messengers,  watchmen,  janitors,  and  also  that  portion  of  the 
salaries  of  the  engineering  staff  assignable  to  the  distribution  depart- 
ment. 

A  721.22  DISTRIBUTION    SUPPLIES   AND   EX- 

PENSES. 

This  account  shall  include  the  cost  of  office  maintenance  and  inci- 
dental expenses  of  the  street  and  shop  departments,  such  as  light,  heat, 
office  rent,  telephone,  water,  ice,  etc.,  stationery  and  other  office  sup- 
plies ;  maps  and  records ;  newspapers  and  other  periodicals ;  badges, 
advertising  for  help,  and  minor  office  furniture  and  accessories  not 
chargeable  to  Fixed  Capital. 

NOTE. — When  the  distribution  office  is  combined  with  the  works  office  or  com- 
mercial office,  charges  li'-e  rent,  light,  etc.,  should  be  divided  between  them  in  a 
fixed  ratio  based  upon  the  relative  amounts  of  use. 

B       721.3          CONSUMERS'  PREMISES  WORK. 
A  721.31  MAINTAINING  INSTALLATIONS. 

This  account  shall  include  the  cost  of  labor  employed  and  material 
used  in  inspecting  and  testing  installations  of  piping  in  buildings ; 
cleaning  service  or  house  pipe  with  pump ;  changing  position  of  meters 
without  removal  from  premises;  and  temporary  repairs  of  leaks  in 
house  piping. 

A  721.32  WORK  ON  CONSUMERS'  PREMISES. 

This  account  shall  include  the  cost  of  all  labor  and  material  fur- 
nished to  consumers  for  work  without  charge,  including  the  cost  of 
adjusting  or  changing  location  of  house  pipes,  gas  burners,  fixtures, 
stoves  and  appliances,  and  the  cost  of  new  pillars,  tips,  burners,  or 
devices  not  chargeable  to  maintenance  accounts. 

NOTE. — Any  profit  or  commission  accruing  to  the  accounting  company  on  job- 
bing work  performed  as  agent  should  be  credited  to  account  No.  614,  "  Merchan- 
dise and  Jobbing." 
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B  A  721.4          REMOVING  AND  RESETTING  METERS. 

This  account  shall  include  the  cost  of  labor  and  material  employed 
and  incidental  expense  incurred  in  removing  and  resetting  consumers' 
meters.  This  covers  changing  meters  for  test  and  adjustments,  keys 
for  service  cock  and  service  box,  loading,  unloading,  and  hauling 
meters  between  shop  and  consumers'  premises,  piling  and  storing 
meters  that  are  ready  for  use,  turning  on  and  off  gas  (except  for  non- 
payment of  bills),  tools,  etc. 

D  C  722          DISTRIBUTION  MAINTENANCE. 

B  A  722.1          MAINTENANCE  OF  MAINS. 

This  account  shall  include  the  cost  of  maintaining  mains.  This 
covers  the  labor  of  foremen,  inspectors,  caulkers,  tappers,  pavers, 
drillers,  skilled  laborers,  general  'laborers,  and  similar  workers  on 
street  department  payrolls  while  engaged  in  laying  temporary 
mains  and  making  connections  to  services,  repairing,  altering,  over- 
hauling, changing  position  of,  street  mains,  and  pumping  drips; 
protecting  exposed  or  undermined  mains,  searching  for  and  repair- 
ing leaks  in  mains  and  paving  over  any  of  the  above  work ;  also  cartage 
and  other  incidental  expense  in  connection  with  the  above  work. 

NOTE. — This  account  should  be  so  kept  as  to  enable  the  accounting  company  to 
show  separately  the  cost  of  repairing  trunk  lines  and  mains  used  for  transmission 
of  gas  and  the  cost  of  repairing  those  used  for  distribution. 

In  gas  operations  when  gas  is  delivered  to  the  supply  system  outside  the  works 
at  substantially  works  pressure,  the  pipe  system  including  mains,  feeders,  and 
services  (and  supply  pipes  to  outlaying  holders,  if  any)  should  be  classed  in  the 
distribution  system.  When  the  pressure  is  raised  by  means  of  boosters,  and  the 
gas  delivered  to  the  pipes  at  higher  than  works  pressure  and  is  later  reduced  in 
pressure  and  delivered  to  the  distribution  system  proper,  that  portion  of  the  pipe 
system  used  for  conducting  gas  at  the  raised  pressure  should  be  classed  as  the 
transmission  system. 

B  A  722.2          MAINTENANCE  OF  SERVICES. 

This  account  shall  include  the  cost  of  maintaining  services.  This 
covers  the  same  classes  of  labor  as  shown  in  account  No.  722.1, 
"  Maintenance  of  Mains,"  while  engaged  in  repairing,  altering,  remov- 
ing, relaying,  cutting  off  and  changing  the  position  of  services ;  pro- 
tecting exposed  service  pipes ;  lamping  and  watching ;  searching  for 
and  repairing  leaks  in  services ;  maintaining  pressure  observation  pipes, 
replacing  house  governors,  and  maintenance  of  them ;  and  paving  over 
any  of  the  above  works ;  also  cartage  and  other  incidental  expenses  in 
connection  with  the  work  shown  above. 

B  A  722.3          MISCELLANEOUS   DISTRIBUTION 
MAINTENANCE. 

A  722.31  MAINTENANCE  OF  SHOP  BUILDINGS. 

This  account  shall  include  the  cost  of  maintaining  buildings  used  by 
the  distribution  department  as  distribution  fitting  or  repair  shops. 
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A  722.32  MAINTENANCE    OF    DISTRIBUTION 

IMPLEMENTS  AND  ACCESSORIES. 

This  account  shall  include  the  cost  of  sharpening  and  repairing  im- 
plements and  accessories  assigned  to  the  street  department  and  the 
fitting  and  repair  shops,  and  not  includible  under  any  of  the  foregoing 
heads. 

A  722 . 33  MAINTENANCE  OF  GAS  APPLIANCES. 

This  account  shall  include  the  cost  of  maintaining  gas  lamps,  stoves, 
engines  and  other  appliances  owned  by  the  accounting  company  and 
rented  to  consumers. 


D  C  B  A  723        MAINTENANCE  OF  CONSUMERS'  METERS. 

This  account  shall  include  the  cost  of  testing  and  repairing  con- 
sumers' meters.  This  covers  adjusting  meters,  maintenance  of  meter 
shelves,  meter  connections,  locks  and  keys  for  prepayment  meters, 
painting  meters,  replacing  badges,  packing  and  unloading  meters  sent 
to  or  received  from  repair  shops,  testing  (except  new  meters),  cartage, 
and  other  incidental  expenses. 

D  C  B  A  724          DUPLICATE   DISTRIBUTION   CHARGES— 
CR. 

This  account  shall  be  credited  with  all  charges  made  to  distribution 
expense  accounts  for  gas  consumed  by  the  distribution  department  and 
not  otherwise  provided  for. 


730     STREET  LIGHTING  EXPENSES 
D  C  B  A  731          OPERATION  OF  STREET  LAMPS. 

This  account  shall  include  the  cost  of  labor  employed  in  cleaning, 
lighting  and  extinguishing  street  lamps ;  inspecting  and  supervising 
the  "street  lighting  district;  reporting  on  re-lights  and  discontinuance 
and  watching  the  hours  of  lighting  and  extinguishing,  and  the  inci- 
dental expense  of  street  lamp  operation. 

D  C  B  A  732          MAINTENANCE  OF  STREET  LAMPS. 

This  account  shall  include  the  cost  of  labor  and  material  employed 
in  fitting  up  new  lamp  posts,  refitting  stand  pipes,  cleaning  services, 
cutting  off  services,  recaulking  columns,  removing  posts,  resetting 
posts,  refitting  columns,  straightening  posts,  and  all  other  work  of  a 
similar  character  necessary  to  maintain  the  street  lighting  system  to  the 
degree  of  efficiency  required  by  the  municipality;  also  repaving  over 
openings  made  necessary  by  such  work. 
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760     COMMERCIAL  EXPENSES 

D  C  761          COMMERCIAL  ADMINISTRATION. 

B  A  761 . 1  COMMERCIAL  GENERAL  LABOR. 

This  account  shall  include  the  cost  of  labor  of  superintendents  and 
assistants,  chief  clerks,  cashiers  and  assistants,  stenographers,  general 
clerks,  high  bill  clerks,  switchboard  operators,  messengers,  janitors, 
and  watchmen  employed  in  the  commercial  department. 

B       761.2         COMMERCIAL  BOOKS  AND  CONTRACTS. 
A  761.21  COMMERCIAL  BOOKKEEPING. 

This  account  shall  include  the  cost  of  labor  of  bookkeepers  and 
clerks  employed  on  consumers'  accounts. 

A  761.22  COMMERCIAL  CONTRACTS. 

This  account  shall  include  the  cost  of  labor  of  clerks  and  other  em- 
ployees in  the  application  of  contract  bureau. 

B      A  761.3          COMMERCIAL  METER  READING  AND 
COLLECTING. 

A  761.31  COMMERCIAL  COLLECTING. 

This  account  shall  include  the  cost  of  labor  of  regular  and  prepay- 
ment collectors.  This  covers  cost  of  delivering  bills  and  proportion  of 
time  of  meter  readers  collecting  from  prepayment  meters. 

A  761.32  METER  READING. 

This  account  shall  include  the  cost  of  labor  of  meter  readers. 

B  A  761.4          COMMERCIAL      SUPPLIES      AND      EX- 
PENSES. 

This  account  shall  include  the  cost  of  supplies  and  the  incidental 
expenses  of  the  commercial  office.  This  covers  meter  readers'  lamps 
and  carfare  of  employees  in  the  commercial  department. 

D  C  B  A  762          AGENTS'  COMMISSIONS. 

This  account  shall  include  the  amount  paid  by  the  accounting  com- 
pany to  agents  as  commission  for  distributing  its  gas  through  the 
agent's  distribution  mains  and  selling  the  same,  and  for  all  services 
performed  in  connection  therewith  (see  Operating  Revenue  Account 
No.  611,  "Commissions  on  Others  Gas,"  also  "Operating  Revenue 
Accounts — General  Instructions  and  Definitions,"  Section  2,  Note  B, 
page  61). 
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770     NEW  BUSINESS  EXPENSES 

NOTE. — General  Account  770,  "New  Business  Expense"  is  not  intended  to  in- 
clude any  expense  connected  with  merchandising  and  jobbing  carried  on  as  a 
separate  department  of  the  accounting  company's  business  and  not  primarily 
for  the  purpose  of  obtaining  new  business  for  the  gas  department.  If  the 
accounting  company  sells  merchandise  or  does  jobbing  work  at  or  below  cost 
for  the  purpose  of  inducing  greater  use  of  gas,  a  debit  balance  in  the  jobbing 
account  due  to  such  practice  may  be  charged  to  "New  Business  Expense"  or 
sub-account  771.25,  "Miscellaneous  New  Business  Supplies  and  Expenses." 


D  C  771          NEW  BUSINESS  EXPENSES. 

B       771.1          NEW  BUSINESS  SALARIES. 

A  771.11  NEW  BUSINESS  MANAGEMENT  SAL- 

ARIES. 

This  account  shall  include  the  cost  of  administration  of  the  depart- 
ment maintained  for  the  promotion  or  development  of  consumption 
of  gas,  including  that  portion  of  the  salaries  of  management  and  clerks 
in  agencies  and  contract  departments  assignable  to  the  new  business. 


A  771.12  NEW  BUSINESS  ADVERTISING  SAL- 

ARIES. 

This  account  shall  include  the  salaries  of  the  advertising  manager 
and  clerks. 


B       771.2          NEW    BUSINESS    SUPPLIES    AND    EX- 
PENSES. 

A  771.21  DEMONSTRATIONS. 

This  account  shall  include  the  cost  of  labor  and  the  expense  in- 
curred in  demonstrating  the  use  of  gas  appliances  for  the  purpose 
of  obtaining  new  business. 


A  771.23  ADVERTISING    SUPPLIES    AND    EX- 

PENSES. 

This  account  shall  include  the  cost  of  supplies,  stationery  and  the 
incidental  expenses  of  the  advertising  department.  This  covers  such 
items  as  booklets,  dodgers,  newspaper  advertising,  posters,  bulletins, 
and  all  related  expenses. 


A  771.24  CANVASSING  AND  SOLICITING. 

This  account  shall  include  all  expenses  incurred  in  soliciting  new 
business,  such  as  wages,  commissions,  and  personal  expenses  of  can- 
vassers, cost  of  preparing  estimates,  engineering  advice  on  gas  instal- 
lation, etc.,  and  office  sundries  in  connection  therewith. 
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771.25  MISCELLANEOUS     NEW     BUSINESS 

SUPPLIES  AND  EXPENSES. 

This  account  shall  include  office  and  personal  and  incidental  ex- 
penses of  the  promotion  or  new  business  department,  such  as  office 
rent,  stationery,  and  other  office  supplies,  etc. 

780     GENERAL    AND     MISCELLANEOUS     EXPENSES 
D  781          UNDISTRIBUTED   GENERAL  EXPENSES. 

C  B       781 . 1          GENERAL  OFFICE  SALARIES. 
A  781.11  ADMINISTRATIVE  SALARIES. 

This  account  shall  include  the  salaries  of  the  chairman  of  the  board, 
president,  vice-president,  treasurer,  secretary,  comptroller,  general 
auditor,  general  manager,  assistant  general  manager,  chief  engineer, 
general  superintendent,  purchasing  agent,  and  all  other  employees 
whose  jurisdiction  extends  to  the  entire  system  and  whose  services 
cannot  be  allocated  to  the  several  departments. 

A  781 . 12  OTHER  GENERAL  OFFICE  SALARIES. 

This  account  shall  include  the  salaries  of  auditors,  bookkeepers, 
cashiers,  paymasters,  stenographers,  and  clerks  employed  in  counting 
cash,  janitors,  porters,  messengers,  and  other  clerks  and  employees 
whose  time  is  devoted  to  the  work  of  the  general  office. 

NOTE. — The  cost  of  labor  of  clerks  and  other  employees  in  the  commercial 
department  shall  not  be  included  in  this  account,  but  in  account  No.  761,  "Com- 
mercial Administration,"  or  the  appropriate  sub-division  thereof. 

C  781.2         MISCELLANEOUS  GENERAL  EXPENSES. 

B  A  781.21  GENERAL    OFFICE     SUPPLIES     AND 

EXPENSES. 

This  account  shall  include  the  cost  of  office  supplies,  stationery, 
telegrams,  telephone  service,  and  the  maintenance  of  office  furniture ; 
rented  rooms  in  office  buildings  and  maintenance  of  such  rented  rooms  ; 
rental  of  office  equipment  such  as  statistical  machines,  and  all  other 
miscellaneous  expenses  of  general  offices. 

Expenses  of  departmental  employees  should  be  charged  to  the 
appropriate  departmental  accounts. 

B  A  781.22  GENERAL  STATIONERY  AND  PRINT- 

ING. 

This  account  shall  include  the  cost  of  stationery,  stationery  supplies, 
and  postage  not  elsewhere  provided  for. 

NOTE  A. — The  cost  of  printing  briefs  and  other  legal  papers  should  be  charged 
to  account  No.  781.24,  "Law  Expenses." 

NOTE;  B. — The  cost  of  printing  signs,  posters  and  other  advertising  matter 
should  be  charged  to  account  No.  771.23,  "Advertising  Supplies  and  Expenses." 
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NOTE  C. — The  cost  of  such  mechanical  calculators,  typewriters,  duplicating 
machines,  and  other  office  appliances  as  are  not  properly  capitalized,  should,  if 
for  use  in  general  office,  be  charged  to  account  No.  781.21,  "  General  Office  Sup- 
plies and  Expenses,"  or  if  for  the  use  of  department  offices,  to  the  proper  depart- 
mental accounts. 

B  A  781 .23  MAINTENANCE  OF  GENERAL  STRUC- 

TURES. 

This  account  shall  include  the  cost  of  maintaining  general  office 
buildings  or  other  structures  used  for  general  purposes.  This  covers 
maintenance  of  walks,  driveways,  and  grounds  connected  therewith 
and  all  incidental  expenses  connected  with  the  maintenance  of  such 
buildings  or  structures. 

B  A  781.24  LAW  EXPENSES. 

This  account  shall  include  all  law  expenses,  such  as  salaries  and 
expenses  of  counsel,  solicitors  and  attorneys,  their  clerks  and  attend- 
ants and  expenses  of  their  offices ;  cost  of  law  books,  printing  briefs, 
legal  forms,  testimony,  reports,  etc. ;  fees  and  retainers  for  services 
of  attorneys  not  regular  employees ;  court  costs  and  payments  of 
special  notarial  and  witness  fees  not  provided  for  elsewhere,  expenses 
connected  with  taking  depositions,  and  all  law  and  court  expenses  not 
provided  for  elsewhere. 

B  A  781.25  INSURANCE. 

This  account  shall  include  premiums  paid  for  fire,  fidelity,  boiler, 
casualty,  burglar,  lightning,  and  all  other  insurance;  also  charges  by 
which  self-insurance  is  provided. 

This  account  shall  be  credited  with  dividends  paid  or  surplus  returned 
to  the  company  in  any  other  form  by  mutual  insurance  compaines. 

NOTE. — That  portion  of  the  premium  for  liability  insurance  based  on  the  pay- 
roll expended  on  construction  accounts  may  be  charged  to  the  construction  ac- 
counts affected. 

781.26  STORE  EXPENSE. 

This  account  shall  include  all  salaries  and  expenses  in  connection 
with  storerooms.  This  covers  the  cost  of  sending  materials  and 
supplies  from  general  storerooms  to  branch  storerooms  and  the  col- 
lection of  scrap  material. 

To  this  account  shall  be  credited  all  discounts  recovered  through 
the  prompt  payment  of  bills  for  materials  and  supplies  consumed  in 
operation  unless  such  discounts  are  applied  to  the  particular  bills. 

NOTK. — Expenses  charged  to  this  account  may  be  distributed  over  materials 
passed  through  the  store  department  on  the  basis  of  a  percentage  of  invoice  cost 
of  such  materials  or  other  bases  deemed  appropriate  by  the  manager  of  the 
accounting  company.  Amounts  so  distributed  should  be  cerdited  to  this  account 
and  charged  to  the  accounts  to  which  the  cost  of  such  materials  is  charged  as 
they  are  issued  or  used.  Credits  should  be  made  in  such  detail  as  to  permit 
the  accounting  company  to  analyze  them. 
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B  A  781.27  TRANSPORTATION  EXPENSE. 

This  account  shall  include  the  cost  of  feed,  keep,  and  shoeing  of 
horses,  wages  of  stablemen,  hostlers,  veterinary  expenses,  and  all  other 
expenses  of  stabling  horses  ;  also  wages  of  garage  men,  cost  of  gasoline, 
lubricants,  and  other  garage  supplies,  and  the  cost  of  repairing  harness 
and  vehicles. 

NOTE  A. — The  cost  of  horses  purchased  to  replace  others  should  be  charged  to 
account  No.  327,  "  General  Equipment." 

NOTE  B. — Charges  to  this  account  may  be  distributed  to  the  work  done  by  the 
stable  and  garage  equipment  on  the  basis  of  hourly  rates,  rates  per  ton  per  mile 
hauled,  or  other  bases  deemed  appropriate  by  the  management  of  the  accounting 
company.  Amounts  so  distributed  should  be  credited  to  this  account  and  charged 
to  the  account  representing  the  construction  or  operation  benefited.  Credits 
should  be  made  in  such  detail  as  to  permit  the  accounting  company  to  analyze 
them. 

B  A  781.28  OTHER   MISCELLANEOUS   GENERAL 

EXPENSES. 

This  account  shall  include  the  cost  of  publishing  and  distributing 
annual  reports  to  stockholders,  advertising  notices  of  stockholders' 
meetings,  dividend  notices  and  other  corporate  and  financial  notices 
of  a  general  character,  association  dues,  contributions  for  conventions 
and  meetings  of  the  industry,  cost  of  experimental  work  conducted 
for  the  benefit  of  the  industry  or  the  improvement  of  service,  traveling 
and  incidental  expenses  of  general  officers  and  other  general  office 
employees,  fees  of  transfer  agents,  registrars  of  stock,  and  fiscal  agents, 
directors'  fees,  compensation  to  management  corporations,  and  other 
miscellaneous  expenses  connected  with  the  general  management  not 
otherwise  provided  for. 

B  A  781.29  UNDISTRIBUTED  ADJUSTMENTS. 

1  At  least  once  a  year  an  inventory  of  materials  and  supplies  should 
be  taken  and  the  difference  in  respect  of  any  particular  class  of  ma- 
terials and  supplies  between  the  ledger  and  inventory  balances  should 
be  debited  or  credited  to  this  account  in  case  it  can  not  be  assigned  to 
a  specific  account. 

This  account  shall  also  be  charged  or  credited  with  miscellaneous 
minor  operating  items  of  such  a  nature  that  an  exact  distribution  among 
the  accounts  to  which  they  are  applicable  can  not  be  determined.  This 
covers  such  transactions  as  receipts  from  sale  of  junk. 

NOTE. — Where  materials  and  supplies  have  been  used  in  construction  as  well 
as  in  operation  a  suitable  proportion  of  the  shortages  or  overages  disclosed  by 
the  inventory  may  be  debited  or  credited  to  account  No.  356,  "  Miscellaneous  Con- 
struction Expenditures." 

D  C  B  A  782          RETIREMENT  EXPENSES. 

This  account  shall  include  such  amounts  as  the  accounting  company 
may  determine  to  be  necessary  (or  as  it  may  be  required  by  law  or  by 
order  of  a  regulatory  commission  to  charge)  to  provide  a  reserve 
against  which  may  be  charged  the  original  cost  of  all  property  retired 
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from  service,  plus  the  cost  of  dismantling,  less  salvage.  The  amounts 
charged  to  this  account  and  credited  to  the  "  Retirement  Reserve  " 
shall  be  in  addition  to  the  necessary  cost  of  keeping  the  plant  and 
equipment  in  a  high  state  of  efficiency  through  charges  to  the  regular 
maintenance  accounts. 

NOTE. — It  is  the  intent  of  the  classification  that  a  reserve  shall  be  provided 
sufficient  to  cover  all  retirement  losses  that  may  reasonably  be  expected.  If  the 
accounting  company  does  not  do  this  and  later  finds  that  retirement  losses  are 
incurred  in  excess  of  the  amount  that  has  been  provided,  the  charging  of  such 
losses  to  operating  expenses  either  directly  or  through  the  suspense  account 
"  Property  Abandoned  "  does  not  bind  the  regulatory  commission  to  the  accept- 
ance of  such  charges  as  part  of  the  necessary  current  cost  of  maintenance. 

D  C  B       783          INJURIES  AND  DAMAGES. 

A  783.1          CLAIM  DEPARTMENT  EXPENSES. 

This  account  shall  include  salaries  and  expenses  of  claim  agents, 
investigators,  adjusters,  and  others  engaged  in  the  investigation  of 
accidents  and  adjustment  claims. 

A  783.2          MEDICAL  EXPENSES. 

This  account  shall  include  salaries,  fees,  and  expenses  of  surgeons 
and  doctors,  nursing,  hospital  attendants,  medical  and  surgical  sup- 
plies ;  fees  and  expenses  of  coroners  and  undertakers ;  and  contribu- 
tions to  hospitals. 

A  783.3          INJURIES  TO  EMPLOYEES. 

This  account  shall  include  amounts  paid  in  settlement  of  claims  of 
employees  for  injuries  arising  in  the  course  of  their  employment;  also 
wages  paid  to  disabled  employees  while  off  duty. 

A  783.4          OTHER     PERSONAL     INJURIES     AND 
PROPERTY  DAMAGE. 

This  account  shall  include  amounts  paid  in  settlement  of  claims  of 
persons  other  than  employees  for  personal  injuries  sustained  in  connec- 
tion with  the  operation  of  the  plant  and  amounts  paid  in  settlement  of 
claims  for  damage  to  property  not  owned  by  the  accounting  company. 

A  783.5          MISCELLANEOUS     ACCIDENT     EX- 
PENSES. 

This  account  shall  include  all  expenses  in  connection  with  accidents 
and  damages  not  provided  for  in  the  foregoing  accounts. 

NOTE. — If  it  so  desires,  the  accounting  company  may  charge  each  month  to 
"  Injuries  and  Damages "  (or  to  the  appropriate  sub-accounts)  and  credit  to 
account  No.  252,  "  Casualty  and  Insurance  Reserve "  a  proportion  of  the  total 
amount  estimated  to  be  necessary  to  expend  during  the  year  for  injury  and 
damage  claims,  and  the  actual  disbursements  above  designated  shall  then  be 
charged  against  said  reserve  account.  The  charges  to  this  account  shall  be 
adjusted  at  the  close  of  the  fiscal  year  to  actual  expenses  unless  a  balance  remains 
representing  liability  for  unsettled  claims. 
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D  C  B  A  784          REGULATORY  COMMISSION  EXPENSES. 

This  account  shall  include  the  expenses  incurred  by  the  accounting 
company  in  its  transactions  with  governmental  regulative  commissions. 
This  covers  fees  and  retainers  and  expenses  of  counsel,  solicitors, 
attorneys,  clerks,  attendants,  witnesses,  and  others  whose  services  are 
secured  especially  for  the  defense  or  prosecution  of  those  petitions 
presented  to  a  regulatory  commission  that  affect  the  accounting  com- 
pany ;  the  pay,  traveling,  and  other  expenses  of  those  specially  em- 
ployed or  assigned  to  ascertain  the  value  of  property  owned  or  used 
by  the  accounting  company;  the  cost  of  stationery  and  printing  and 
engineering  supplies  consumed;  and  other  nec.essary  expenses  of  a 
similar  character. 

This  account  does  not  include  expenses  for  improvement  of  service, 
for  additional  inspection,  etc.,  which  are  made  necessary  by  the  rules, 
regulations,  or  orders  of  a  regulatory  commission.  Such  expense 
should  be  charged  to  the  appropriate  specific  operating  expense  account. 

NOTE. — Expenses  incident  to  the  sale  or  issue  of  securities  should  not  be 
charged  to  this  account  but  to  the  appropriate  discount  account.  (See  "Balance 
Sheet  Accounts — General  Instructions  and  Definitions,"  Section  12,  page  6). 

D  C  B       785          RELIEF  AND  WELFARE  WORK. 

A  785 . 1          EMPLOYEES'  WELFARE  DEPARTMENT. 

This  account  shall  include  all  salaries  and  expenses  incurred  in  con- 
ducting accident  prevention,  relief,  and  welfare  departments ;  also 
contributions  made  to  such  departments. 

A  785.2          PENSIONS. 

This  account  shall  include  all  pensions  paid  to  retired  employees 
and  all  expenses  in  connection  therewith. 

D  C  B  A  786          FRANCHISE  REQUIREMENTS. 

This  account  shall  include  the  value  at  the  normal  selling  price  of 
all  gas  and  materials  and  supplies  furnished  municipal  corporations  in 
compliance  with  franchise  requirements  and  for  which  no  payment  is 
received  by  the  accounting  company ;  also  all  direct  expenses  incurred 
in  compliance  with  such  requirements  for  which  no  reimbursement  is 
received  by  the  accounting  company. 

Amounts  charged  to  this  account  for  which  there  is  no  direct  money 
outlay  shall  be  credited  to  account  No.  790,  "  Duplicate  Miscellaneous 
Charges — Cr." 

D  C  B  A  787          AMORTIZATION  OF  FRANCHISES. 

This  account  shall  include  for  each  accounting  period  the  amount 
charged  to  distribute  the  cost  of  limited  franchises  equitably  over  the 
life  of  the  franchise.  Amounts  charged  to  this  account  shall  be  con- 
currently credited  to  fixed  capital  account  No.  302,  "  Franchises." 
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D  C  B  A  788          GAS  EXPENSES  TRANSFERRED— CR. 

This  account  shall  include  such  part  of  the  operating  costs  (other 
than  production  expenses,  for  which  see  Production  Account  No.  716, 
"  Production  Expenses  Transferred — Cr.")  borne  in  the  first  instance 
by  the  accounting  company's  gas  department  as  are  properly  charge- 
able to  another  co-ordinate  department,  such  as  an  electric  railway  or 
electric  light  and  power  department. 

This  is  not  intended  to  prohibit  the  apportioning  of  primary  accounts 
between  departments,  and  so  far  as  practicable  departmental  costs 
should  be  determined  in  that  way.  There  may,  however,  be  cases 
where  it  is  desirable  to  assign  to  other  operations  a  flat  percentage  of 
total  gas  operating  expenses  or  of  some  group  of  gas  operating  ex- 
penses or  some  similar  arbitrary  amount,  and  in  such  case,  the  credit 
should  be  made  to  this  account. 

D  C  B  A  789          JOINT  OPERATING  EXPENSES— CR. 

When  any  plant  or  equipment  is  maintained  or  operated  by  the 
accounting  company  for  the  joint  benefit  of  itself  and  others  under 
an  arrangement  for  apportioning  the  operating  expenses,  the  portion 
of  such  expenses  chargeable  to  others  under  the  arrangement  may  be 
credited  to  this  account  if  it  is  based  on  a  percentage  of  the  total 
operating  expenses  or  a  percentage  of  the  total  of  some  group  of 
primary  operating  expense  accounts  or  determined  in  some  similar 
fashion.  So  far  as  practicable  joint  operating  costs  should  be  appor- 
tioned by  primary  accounts  and  that  part  of  such  cost  borne  in  the 
first  instance  by  the  accounting  company  but  chargeable  to  the  other 
party  or  parties  to  the  joint  agreement,  should  be  credited  to  the 
primary  accounts  involved. 

D  C  B  A  790          DUPLICATE  MISCELLANEOUS  CHARGES 
— CR. 

This  account  shall  include  the  concurrent  credits  for  all  charges 
which  may  be  made  to  any  operating  expense  account,  except  as  pro- 
vided for  in  account  No.  715,  "  Duplicate  Production  Charges — Cr.," 
in  respect  of  the  consumption  of  gas  produced  or  purchased  primarily 
for  resale  by  the  accounting  company ;  also  all  similar  charges  in 
respect  of  any  services  rendered  for  which  there  is  no  direct  money 
outlay.  This  covers  such  items  as  gas  supplied  to  a  municipality  with- 
out charge  in  accordance  with  franchise  requirement ;  gas  furnished 
to  employees  in  lieu  of  wages ;  housing  for  employees  as  part  compen- 
sation for  their  services,  etc. 

This  account  is  optional  to  the  extent  that  charges  of  the  sort  de- 
scribed, not  involving  any  direct  money  outlay,  are  not  required  to  be 
made.  If  the  accounting  company  desires  to  make  such  charges,  how- 
ever, the  concurrent  credit  must  be  to  this  account. 
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December  20,  192o. 
To  the  State  Commissions: 

The  Committee  on  Statistics  and  Accounts  of  the  National  Associa- 
tion of  Railway  and  Utilities  Commissioners  transmits  herewith  a  copy 
of  the  Proposed  Uniform  System  or  Classification  of  Accounts  for 
Electric  Utilities  and  for  Gas  Utilities,  together  with  the  report  of  the 
committee  and  the  sub-committee  to  the  convention,  as  submitted  to 
that  body  in  Washington  November  12,  1920.  You  will  also  find  ap- 
pended to  the  report  the  action  of  the  National  Association  thereon  as 
embodied  in  the  resolutions  submitted  to  and  adopted  by  the  conven- 
tion. We  ask  that  the  report  of  the  committee  receive  your  careful 
consideration  before  criticism  is  made  of  the  classification,  and  that 
you  approach  the  classification  with  a  mind  open  to  conviction. 

A  minority  report  was  submitted  by  Mr.  Green,  a  member  of  this 
committee,  which  was  received,  through  no  fault  of  his,  too  late  to 
be  given  detailed  study  and  analysis ;  but  after  a  necessarily  somewhat 
cursory  examination  and  discussion  the  other  members  of  the  com- 
mittee, felt  that  the  changes  suggested  by  the  minority  report  were  to  a 
large  extent  matters  of  form  rather  than  substance,  and  that  the  ideas 
of  Mr.  Green  could  be  harmonized  with  the  committee  report. 

Extra  copies  of  the  classifications  can  be  obtained  from  the  Law  Re- 
porting Company,  17  East  36th  St.,  New  York,  N.  Y.,  for  $1.00  each. 

O.  O.  CALDERHEAD, 
Chairman,  Committee  on  Statistics  and  Accounts 

of  Public  Utilities ; 

Traffic    Expert,    Public    Service    Commission    of 
Washington, 

Olympia,  Washington. 


REPORT  OF  COMMITTEE  ON  STATISTICS  AND  ACCOUNTS 
OF  PUBLIC  UTILITIES  TO  THE  NATIONAL 
ASSOCIATION  OF  RAILWAY  AND  UTILI- 
TIES COMMISSIONERS. 

November,  1920. 

At  the  Indianapolis  convention  last  year  a  resolution  was  adopted 
which  placed  upon  the  Committee  on  Statistics  and  Accounts  of  Public 
Utilities  the  duty  of  formulating  and  presenting  to  the  individual  state 
commissions  uniform  accounting  systems  for  public  utilities  other 
than  railroads.  This  program  in  its  entirety  has  been  found  impossible 
of  accomplishment.  As  we  all  know,  the  past  year  has  brought  to  all 
public  utility  commissions  more  numerous  and  more  difficult  problems, 
both  of  regulation  and  administration,  than  ever  before.  Each  state 
commission  has  seen  its  own  work  immensely  increased  with  a  cor- 
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responding  diminution  of  the  time  that  could  be  given  to  collective 
work  such  as  that  of  this  Association.  Under  these  conditions,  the 
committee  has  not  endeavored  to  do  more  than  prepare  standard 
classifications  of  accounts  for  electric  and  gas  companies,  believing 
that  if  its  full  task  could  not  be  accomplished,  this  was  the  field  in 
which  a  more  uniform  accounting  system  offered  the  most  immediate 
advantages.  Even  this  limited  program  proved  to  be  far  more  than 
could  be  successfully  carried  out  along  the  lines  originally  proposed. 
The  ideal  of  submitting  copies  of  the  committee's  tentative  classifica- 
tions to  each  commission  in  advance  of  the  annual  convention  was 
found  impossible  of  attainment.  The  best  that  we  have  been  able  to 
do  is  to  have  a  few  advance  copies  printed  barely  in  time  for  distribu- 
tion at  this  convention,  although  it  is  the  expectation  that  copies  will 
be  sent  to  each  state  commission  in  accordance  with  the  original  reso- 
lution defining  the  committee's  task  for  this  year. 

A  meeting  of  the  committee  was  held  at  Chicago  April  21st  and  22nd, 
with  the  object  of  arriving,  if  possible,  at  an  agreement  with  repre- 
sentatives of  the  National  Electric  Light  Association  and  the  American 
Gas  Association  on  the  fundamental  principles  that  should  underlie 
any  standard  accounting  system  for  the  industries  of  which  these  asso- 
ciations are  representative.  There  was  also  some  thought  that  the 
meeting  might  find  it  profitable  to  discuss  the  work  to  be  attempted  in 
other  fields  than  those  of  electric  and  gas  accounting.  It  was,  how- 
ever, soon  seen  that  all  the  time  which  the  members  of  the  committee 
could  spare  would  have  to  be  devoted  to  the  electric  and  gas  classifica- 
tions if  any  work  worth  while  was  to  be  accomplished  before  the  No- 
vember convention.  Along  this  special  line  gratifying  progress  was 
made  at  the  Chicago  meeting.  Substantial  agreement  was  reached  on 
principles  regarded  as  of  fundamental  importance,  and  the  task  of 
embodying  these  in  a  complete  accounting  system  was  then  entrusted 
to  a  sub-committee  of  three. 

It  was  immediately  following  the  Chicago  conference  referred  to 
that  the  Chairman  addressed  to  all  the  commissions  a  circular  letter, 
copy  of  which  is  appended,  stating  what  progress  had  been  made  and 
what  it  was  hoped  to  accomplish,  and  urging  every  commission  that 
was  then  engaged  independently  in  devising  a  classification  of  accounts 
for  its  own  use,  to  defer  final  action  on  such  classification,  in  the  inter- 
est of  uniformity,  until  the  report  of  the  Committee  on  Statistics  and 
Accounts  of  Public  Utilities  should  be  available. 

As  it  has  happened,  the  sub-committee  was  not  able  to  complete  its 
drafts,  which,  it  will  be  appreciated,  involved  a  vast  amount  of  detail, 
in  time  for  submission  to  the  individual  commissions.  The  sub-com- 
mittee held  a  meeting  at  Chicago  in  September,  at  which,  during  ses- 
sions lasting  for  four  days  and  evenings,  suggestions  and  criticisms 
from  all  sources  were  thoroughly  discussed.  At  these  conferences  the 
sub-committee  had  before  it  a  complete  draft  of  a  uniform  system  of 
accounts  for  gas  companies  prepared  by  the  Accounting  Committee  of 
the  American  Gas  Association,  a  similar  draft  for  electric  light  and 
power  companies  prepared  by  the  corresponding  committee  of  the 
National  Electric  Light  Association,  and  a  draft  prepared  by  the  sub- 
committee itself.  The  latter  was  adopted  as  the  basis  for  the  sub- 
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committee's  recommendations,  but  there  were,  as  a  result  of  the  con- 
ference, incorporated  therein  many  ideas  originating  with  the  associa- 
tions representing  the  electric  and  gas  industries.  Members  of  these 
associations  were  present  at  the  second  Chicago  conference,  and  con- 
tributed invaluable  advice  and  assistance  towards  the  sub-committee's 
work.  The  report  of  the  sub-committee  transmitting  their  draft  as 
finally  agreed  upon  is  appended. 

In  presenting  this  report  your  committee  wishes  to  emphasize  again 
the  many  advantages  of  uniformity.  The  importance,  for  the  avoid- 
ance of  confusion  and  misunderstanding,  of  always  using  the  same 
word  in  the  same  sense  is  so  obvious  that  it  need  only  be  mentioned. 
The  greater  usefulness  of  comparative  figures,  and  the  elimination  of 
wasteful  duplication  of  records  by  utilities  which  operate  in  more 
than  one  state,  are  also  advantages  that  commend  themselves  at  once 
to  anyone  who  turns  his  attention  to  them.  A  less  obvious  virtue  of 
uniformity,  but  one  that  may  appeal  to  those  commissions  which  with 
inadequate  appropriations  are  endeavoring  to  secure  and  retain  the 
services  of  competent  professional  accountants  and  statisticians,  is 
that  the  greater  the  uniformity  of  accounting  practice,  the  wider  be- 
comes the  field  from  which  experienced  public  utility  accountants  can 
be  drawn,  and  the  less  time  has  to  be  spent  in  educating  the  new  men 
to  their  special  task.  It  might  almost  be  said  that  any  accounting  sys- 
tem is  a  good  one,  provided  it  is  followed  by  all  alike. 

While  realizing  to  the  full  the  advantages  of  uniformity,  the  com- 
mittee has  also  kept  in  mind  the  fact  that  different  laws  and  different 
policies,  to  say  nothing  of  different  local  conditions,  will  make  neces- 
sary, to  some  extent,  different  accounting  requirements  in  different 
states.  The  committee  has  found  many  differences  of  opinion  as  to 
matters  of  form  and  detail.  Probably  no  one  will  find  the  classifica- 
tion submitted  exactly  such  as  he  would  have  prepared,  and  we  doubt 
if  any  classification  could  be  prepared  with  all  details  of  which  anyone 
except  its  author  would  agree.  However,  the  differences  which  we 
have  experienced  have  all  been  in  matters  of  arrangement,  definition 
and  structure.  At  no  time  has  there  been  any  difference  of  opinion 
as  to  the  purposes  which  the  classifications  should  serve,  and  we  have 
attempted  to  apply  to  every  suggestion  the  test  of  its  usefulness  in 
helping  to  accomplish  the  purposes  of  uniform  accounting. 

We  anticipate  that  the  accountants  of  the  several  commissions  will 
find  many  things  done  differently  than  they  would  have  done  them, 
but  we  fully  believe  that  while  there  will  be  differences  of  opinion  re- 
garding the  procedure  to  be  followed,  these  differences  will  be  found 
to  be  matters  of  personal  preference  where  any  one  of  several  ways 
would  lead  to  the  result  desired,  and  not  differences  as  to  the  funda- 
mentals of  the  classifications.  We  submit  these  classifications  believ- 
ing that  their  application  in  the  several  states  will  accomplish  the  results 
needed  for  effective  administration  of  regulatory  laws  and  will  also 
meet  the  requirements  of  the  industries. 

We  have  tried  to  be  mindful  of  the  fact  that  regulating  bodies  are 
not  intended  to  interfere  in  accounting  matters  further  than  is  neces- 
sary in  order  to  carry  out  the  purposes  for  which  they  were  established. 
It  has  seemed  to  us  important  that  the  classifications  must  be  practicable 
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for  the  use  of  the  industry  and  sufficiently  elastic  to  serve  the  purpose 
of  the  business  regardless  of  size  or  complexity.  Generally  the  classi- 
fication which  is  best  adapted  to  the  needs  of  the  industry  will  be  the 
one  which  will  furnish  commissions  with  the  most  reliable  information. 

We  have  analyzed  all  proposals  with  regard  to  the  problems  met  by 
the  commissions  which  we  represent,  and  have  tried  to  make  provision 
for  conditions  in  states  with  somewhat  different  operating  conditions. 
We  suggest  that  in  the  interest  of  uniformity  commissions  will  need  to 
overlook  differences  in  detail  and  method.  If  the  classifications  will 
produce  results  which  meet  your  requirements  that  is  as  far  as  your 
committee  believes  it  possible  to  secure  unanimity  of  agreement. 

There  are  included  in  the  classifications  in  a  few  instances  various 
regulatory  provisions  which  are  not  strictly  a  part  of  an  accounting 
system  as  such.  It  is  to  be  understood  that  the  committee  has  included 
these  provisions  merely  as  suggestions  which  each  commission  is  at 
liberty  to  accept,  reject,  or  modify,  as,  of  course,  each  commission  may 
do  in  the  case  of  any  part  of  the  classifications.  The  regulatory  pro- 
visions, however,  are  for  the  most  part  embodied  in  notes  supplement- 
ing the  accounts  proper,  and  the  committee  wishes  to  make  it  plain  that 
its  recommendations  for  uniformity  of  accounts  do  not  extend  with 
quite  the  same  force  to  the  suggestions  for  regulatory  provisions  which 
will  necessarily  be  more  subject  to  modification  according  to  local  con- 
ditions or  statutes. 

The  committee  can  hardly  ask  this  convention,  as  a  body,  to  put 
itself  on  record  regarding  an  accounting  system  which  its  members 
have  had  no  opportunity  to  examine  thoroughly.  We  do  hope,  how- 
ever, that  in  accepting  the  report  of  this  committee  the  convention  will 
recommend  to  member  commissions  that  they  give  most  careful  con- 
sideration to  the  accounting  classifications  prepared  by  the  committee, 
and  adopt  them,  if  they  are  found  to  be,  as  the  committee  is  convinced 
they  are,  thoroughly  sound  in  all  fundamental  principles  of  good 
accounting,  making  only  such  modification  as  may  be  necessary  because 
of  local  conditions,  but  not  changing  the  essential  structure. 

The  outstanding  features  of  the  proposed  classifications  are  sum- 
marized in  the  sub-committee's  report.  The  main  committee  wishes, 
however,  to  repeat  and  emphasize  two  of  the  recommendations  therein 
made,  and  to  ask  the  convention  to  express  itself  in  favor  thereof. 
The  first  is  the  recommendation  that  wherever  possible  the  fiscal  and 
reporting  year  for  public  utilities  be  made  coincident  with  the  calendar 
year.  The  second  is  that  state  commissions  which  adopt  the  proposed 
standard  classifications  and  intend  making  changes  in  the  same  consult 
the  committee  and  refer  all  questions  of  interpretation  to  the  standing 
committee  on  Statistics  and  Accounts  of  Public  Utilities  of  the  National 
Association,  without,  of  course,  binding  themselves  in  any  way  to  accept 
the  decisions  of  that  body,  but  simply  give  them  whatever  weight  they 
may  deserve. 

In  the  conferences  that  have  been  held  by  the  committee  during  the 
last  two  or  three  days  Mr.  O.  C.  Merrill,  Executive  Secretary  of  the 
Federal  Water  Power  Commission  and  Mr.  Wm.  V.  King,  Chief 
Accountant  for  that  body,  have  appeared  and  expressed  their  earnest 
desire  to  work  with  the  National  Association  particularly  with  refer- 
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ence  to  the  establishment  of  uniform  accounting  standards.  It  is  not 
clear  to  this  committee  whether  the  Federal  Water  Power  Commission 
might  be  formally  affiliated  with  the  National  Association,  but  we  wish 
to  express  our  cordial  appreciation  of  the  attitude  of  Mr.  Merrill  and 
Mr.  King  and  to  hope  that  next  year's  Committee  on  Statistics  and 
Accounts  of  Public  Utilities  will  in  some  way  include  in  its  member- 
ship the  chief  accountant  of  the  Federal  Water  Power  Commission  and 
that  the  state  commissions  generally  will  take  whatever  steps  may  be 
practicable  to  co-ordinate  their  work  with  that  of  this  relatively  new 
federal  body  whose  problems  are  in  so  many  respects  those  of  the 
Public  Utility  Commissions. 

The  committee  believes  that  the  work  which  it  has  been  unable  to 
complete  should  be  taken  up  next  year,  and  that  the  effort  for  standard- 
ization of  accounts  and  reports  should  be  continued  and  increased. 

Respectfully  submitted, 

O.  O.  CALDERHEAD,  Chairman,  Washington. 

W.  M.  HAMMOND,  Illinois. 

GEORGE  C.  MATHEWS,  Wisconsin. 

H.  C.  HASBROUCK,  New  York,  Second  District. 

HARRY  BOGGS,  Indiana. 

C.  J.  GREEN,  Oregon. 

Mr.  Harry  Boggs  of  Indiana  has  not  seen  this  report,  but  concurs 
in  the  report  of  the  sub-committee  and  approves  the  proposed  standard 
accounting  classifications. 

Mr.  C.  J.  Green  of  Oregon  has  not  seen  this  report,  but  approves, 
with  some  reservations,  the  proposed  standard  accounting  classifica- 
tions, and  submits  a  minority  report  which  just  reached  the  committee 
yesterday  evening. 

The  Convention  adopted  the  following  resolutions  after  a  brief  dis- 
cussion : 

JResolved,   (1),  that  the  report  of  the  Committee  on  Statistics 
and  Accounts  of  Public  Utilities  be  received  and  printed. 

(2)  That   this   convention   recommend   that  member  commis- 
sions give  careful  consideration  to  the  proposed  uniform  system  of 
classification  of  accounts  for  electric  and  gas  companies  and  adopt 
them  unless  they  are  found  to  conflict  with  local  statutes,  with 
such  modifications  as  may  be  necessary  to  meet  local  conditions. 

(3)  That  this  convention  recommend  that  wherever  practicable 
the  calendar  year  be  made  the  fiscal  and  reporting  year. 

(4)  That  this  convention  recommend  to  all  state  commissions 
which  adopt  the  standard  classifications  of  accounts  proposed  by 
this  committee,  that  questions  of  interpretation  be  referred  to  the 
Standing  Committee  on  Statistics  and  Accounts  of  Public  Utilities 
for  an  expression  of  opinion,  acting  in  co-operation  with  the  ac- 
counting sections  of  the  National  Electric  Light  Association  and 
American  Gas  Association. 
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NATIONAL  ASSOCIATION   OF   RAILWAY  AND   UTILITY 
COMMISSIONERS. 

COMMITTEE  ON  STATISTICS  AND  ACCOUNTS  OF  PUBLIC  UTILITIES 

COMPANIES. 
Gentlemen : 

You  will  recall  that  at  the  annual  convention  of  the  National  Asso- 
ciation of  Railway  and  Utilities  Commissioners  held  at  Indianapolis 
last  fall  a  committee  was  provided  for  the  purpose  of  formulating  and 
recommending  to  the  various  state  commissions  for  adoption  uniform 
classifications  of  accounts  for  various  classes  of  utilities,  among  others 
electrical  corporations  and  gas  corporations.  The  committee  was  to 
confer  with  representatives  of  associations  of  such  companies  and  to 
endeavor  to  work  out  classifications  and  forms  of  annual  reports  which 
should  be  adapted  to  the  needs  not  only  of  the  commissions,  but  also 
of  the  industries;  and  it  was  thought  that  because  of  the  substantial 
uniformity  in  the  methods  of  carrying  on  the  industries  and  in  the 
character  of  regulation. provided  for  by  the  various  public  service  com- 
mission statutes  there  should  be  no  great  difficulty  in  providing  classi- 
fications of  accounts  which  would  meet  the  requirements  above  indi- 
cated and  be  harmonious  in  principle  and  adapted  to  facilitate  com- 
parisons among  the  various  sections  of  the  country,  and  among  in- 
dividual companies. 

The  committee  recently  met  in  Chicago  and  devoted  two  days  (April 
21st  and  22nd)  to  a  conference  with  representatives  of  the  National 
Electric  Light  Association  and  the  American  Gas  Association  for  the 
purpose  of  considering  standard  classifications  of  accounts  for  adoption 
and  recommendation  by  our  committee.  A  thorough  discussion  of 
underlying  principles  and  of  the  adaptability  of  various  classifications 
to  the  needs  of  the  commissions  was  had,  and  gratifying  progress  was 
made  in  reaching  harmonious  conclusions.  A  sub-committee  was  ap- 
pointed to  harmonize  details  and  the  committee  hopes  to  have  the  sub- 
committee's report  at  an  early  date. 

In  view  of  the  progress  thus  far  made  and  the  expected  early  com- 
pletion of  the  committee's  report,  our  committee  feels  warranted  in 
suggesting  that  commissions  engaged  in  revising  their  orders  relating 
to  classifications  of  accounts  and  forms  of  annual  reports  of  corpora- 
tions and  those  contemplating  revision  in  the  near  future,  defer  final 
action  until  the  committee  is  able  to  submit  its  conclusions  and  recom- 
mendations in  the  form  of  tentative  classifications  of  accounts  for  your 
consideration.  This  it  hopes  to  do  sufficiently  early  to  permit  revisions 
based  on  its  report  to  be  made  effective  by  January  1,  1921. 

Respectfully, 

O.  O.  CALDERHEAD, 

Chairman. 

Address : 

care  of  Public  Service  Commission, 
Olympia,  Washington. 
May  5, 
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October  11,  1920. 


REPORT  OF  SUB-COMMITTEE  OF  THREE  SELECTED  BY  THE  COMMITTEE 
ON  STATISTICS  AND  ACCOUNTS  OF  PUBLIC  UTILITIES  OF  THE 
NATIONAL  ASSOCIATION  OF  RAILWAY  AND  UTILITY 
COMMISSIONERS  TO  DRAFT  A  STANDARD  CLASSI- 
FICATION OF  ACCOUNTS  FOR  ELECTRIC  AND 
GAS  UTILITIES. 

Mr.  O.  O.  CALDERHEAD,  Chairman, 

Committee  on  Statistics  and  Accounts  of  Public  Utilities,  National 

Association  of  Railway  and  Utility  Commissioners. 
Sir: 

Your  sub-committee  submits  herewith  its  draft  for  a  Uniform  Sys- 
tem of  Accounts  for  Electric  and  Gas  Companies.  Certain  principles 
were  agreed  upon  at  the  conference  between  the  members  of  the  stand- 
ing committee  of  the  National  Association  and  representatives  of  the 
National  Electric  Light  Association  and  the  American  Gas  Association 
which  was  held  at  Chicago  last  April,  and  the  work  of  completing  the 
draft  of  a  standard  classification  along  the  general  lines  laid  down  at 
that  conference  was  entrusted  to  a  sub-committee  of  three.  In  this 
work  the  sub-committee  has  profited  by  the  advice  and  active  assist- 
ance of  the  accounting  sections  of  the  American  Gas  Association  and 
the  National  Electric  Light  Association,  and  in  fact,  has  used  their 
standard  classifications  as  the  basis  for  its  own  recommendations.  The 
relations  between  the  commission  members  and  the  company  repre- 
sentatives have  been  most  harmonious  and  the  sub-committee  freely 
acknowledges  its  indebtedness  to  these  gentlemen  and  the  organizations 
which  they  represent.  While  the  point  of  view  of  the  commission 
accountants  was  necessarily  different  on  some  questions  from  that  of 
the  utility  accountants,  there  was  evident  at  all  times  a  genuine  desire 
to  co-operate  in  establishing  a  system  of  accounting  which  would  make 
it  easier  to  ascertain  the  facts  about  any  electric  or  gas  business. 

The  National  Association  Committee  has  recognized  the  importance 
of  uniform  terminology  and  at  the  Chicago  conference  in  April  the 
constant  endeavor  was  to  select  terms  and  definitions  which  would  be 
as  free  from  ambiguity  as  possible.  It  was  with  this  thought  in  mind 
that  after  a  prolonged  discussion  the  National  Association  Committee 
decided  to  discard  altogether  the  word  "  Depreciation  "  and  to  accept 
the  substitute  term  proposed  by  the  National  Electric  Light  Association 
and  American  Gas  Association  accountants,  "  Retirement  Expense." 
It  was  felt  by  all  that  "  Depreciation  "  had  come  to  have  so  many  un- 
fortunate connotations  that  clearness  and  uniformity  of  interpretation 
could  best  be  attained  by  using  an  entirely  different  term.  The  wording 
of  the  accounts  dealing  with  the  treatment  of  that  loss  which  is  repre- 
sented by  the  difference  between  the  first  cost  of  tangible  property  and 
its  value  at  the  time  when  it  becomes  necessary  to  discard  it,  is  prac- 
tically as  agreed  upon  at  the  April  conference  and  the  sub-committee 
has  made  only  minor  changes  in  the  language  of  those  accounts.  It  is 
confidently  believed  that  the  instructions  and  definitions  relating  to  this 
subject  are  as  free  from  ambiguity  in  their  present  form  as  is  humanly 
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possible,  and  that  they  lay  down  a  method  of  accounting  which  does 
not  fetter  the  policy  of  any  company  or  commission  in  the  treatment 
of  a  most  important  and  at  the  same  time  most  intricate  economic 
problem. 

In  connection  with  the  provision  for  "  Retirement  Expense  "  it  was 
suggested  by  some  representatives  of  the  companies  that  an  account 
should  be  provided  in  the  operating  expense  group  for  "  Contingent 
Expense  "  to  which  a  company  might  make  charges  for  the  purpose 
of  providing  a  reserve  against  unforeseen  contingencies.  While  recog- 
nizing, as  in  fact  many  statutes  recognize,  the  good  business  policy 
requires  a  company  to  earn  more  than  the  bare  minimum  which  will 
just  satisfy  investors  after  providing  for  current  operation  and  mainte- 
nance and  the  annual  proportion  of  the  estimated  retirement  loss,  the 
sub-committee  nevertheless  thought  it  unwise  to  include  in  operating 
expenses  an  account  for  items  of  so  indeterminate  a  character.  It  was 
felt  that  if  the  directors  of  a  company  should  decide  that  it  was  neces- 
sary to  provide  a  specific  reserve  against  contingencies,  it  should  be 
done  by  an  appropriation  of  net  income  or  surplus  rather  than  by  a 
charge  to  operating  expenses.  Of  course  no  commission  is  bound  to 
accept  as  part  of  the  necessary  current  cost  of  operations  anything  that 
happens  to  be  charged  to  an  operating  expense  account;  nor,  on  the 
other  hand,  is  a  company  foreclosed  from  claiming  the  right  to  earn 
more  than  enough  to  provide  the  bare  minimum  return  to  investors  by 
the  fact  that  provision  for  contingencies  is  not  a  recognized  operating 
expense.  The  sub-committee,  however,  felt  that  operating  expenses 
in  a  classification  of  nation-wide  application  should  be  limited  to  such 
Items  as  are  naturally  and  unquestionably  a  part  of  the  necessary  cost 
of  doing  business. 

Another  feature  of  the  proposed  classification  which  is  deemed 
worthy  of  brief  comment  is  the  treatment  of  delayed  income  items. 
The  general  instructions  as  now  drafted  provide  that  charges  or  credits 
arising  from  transactions  of  past  fiscal  periods  may  nevertheless  be 
taken  into  current  accounts  unless  they  are  so  large  as  seriously  to 
distort  the  income  statement  for  the  current  year,  when  they  may  be 
charged  or  credited  to  profit  and  loss.  Some  fear  was  expressed  that 
this  option  might  be  misused  to  manipulate  the  accounts  so  as  to  pro- 
duce a  favorable  or  unfavorable  showing  according  to  the  desire  of 
the  management  at  any  given  time.  The  sub-committee  did  not  think 
that  this  fear  is  warranted,  but  would  point  out  that  the  way  is  open 
for  any  commission  which  feels  that  the  danger  of  abuse  is  a  real  one 
to  restrict  the  option  now  permitted  so  as  to  require  specific  authoriza- 
tion by  the  commission  for  the  treatment  of  large  delayed  items. 

The  general  instructions  use  the  terms  "  electrical  corporation  "  and 
"  gas  corporation  "  to  cover  any  form  of  organization  through  which 
an  electric  or  gas  business  may  be  carried  on,  and  the  term  "  accounting 
company  "  is  also  used  throughout  the  classification  in  a  similar  in- 
clusive sense.  Each  state  would  doubtless  wish  to  include  in  any 
order  adapting  and  prescribing  the  standard  uniform  system  of  ac- 
counts, a  definition,  according  to  its  own  laws,  of  the  kind  of  utility 
to  which  the  system  would  apply,  and  if  thought  desirable,  the  language 
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of  the  general  instructions  could  be  easily  modified  to  conform  to  the 
language  of  any  particular  statute. 

The  general  instructions  for  operating  expense  accounts  provide  for 
a  classification  of  utilities  according  to  gross  revenue,  the  companies 
doing  the  larger  business  to  use  the  more  detailed  classification  of  ex- 
penses. While  certain  revenues  are  stated  as  the  limit  for  each  class, 
it  is  not  the  intent  to  make  these  figures  a  universal  standard,  but  rather 
to  employ  them  as  an  illustration  of  the  method  of  classification.  It 
is  recognized  that  one  state  might  find  it  desirable  to  put  into  "  Class 
A  "  all  utilities  with  annual  revenues  of  say  $250,000  or  more,  while 
another  state  might  properly  consider  that  annual  revenues  of  $100,000 
should  be  the  lower  limit  for  the  same  class. 

The  sub-committee  strongly  recommends  that  wherever  state  laws 
permit,  the  fiscal  and  reporting  year  should  be  the  calendar  year.  One 
of  the  chief  advantages  of  a  uniform  accounting  system  lies  in  the 
increased  ability  to  make  comparisons  between  different  utilities,  espe- 
cially where  a  single  management  operates  utilities  in  several  states. 
This  advantage  is  lost  to  a  considerable  extent  if  the  returns  compared 
are  for  different  periods.  The  calendar  year  has  already  been  adopted 
as  the  fiscal  year  by  a  large  majority  of  public  utility  companies  and 
there  are  many  practical  conveniences  in  making  this  the  universal 
custom. 

Another  matter  which  was  considered  by  the  sub-committee,  but 
was  felt  to  be  somewhat  beyond  the  province  of  a  standard  accounting 
system,  is  the  preservation  of  records.  There  ought  to  be  some  definite 
rule  distinguishing  the  kind  of  records  which  must  be  permanently 
preserved  from  those  which  are  more  or  less  temporary.  The  Inter- 
state Commerce  Commission  has  laid  down  rules  of  this  sort  in  great 
detail,  giving  the  period  for  which  it  is  required  that  each  of  numerous 
specified  kinds  of  records  shall  be  retained,  and  so  have  a  few  of  the 
state  commissions.  It  might  well  be  part  of  the  task  of  next  year's 
Committee  on  Statistics  and  Accounts  of  Public  Utilities  to  work  out 
similar  rules  for  electric  and  gas  companies. 

As  a  final  recommendation  the  sub-committee  wishes  to  suggest  that 
if  a  uniform  accounting  system  for  electric  and  gas  companies  is  ap- 
proved by  the  National  Association,  all  questions  of  interpretation  be 
referred  by  state  commissions  which  adopt  it  to  the  National  Associa- 
tion's Committee  on  Statistics  and  Accounts  of  Public  Utilities  acting 
in  cooperation  with  the  accounting  sections  of  the  National  Electric 
Light  Association  and  the  American  Gas  Association.  A  similar  prac- 
tice has  been  successfully  followed  for  some  time  past  by  the  Inter- 
state Commerce  Commission  and  has  resulted  in  settling  a  great  num- 
ber of  practical  questions  and  establishing  a  body  of  precedent  which 
is  of  immense  value  to  railroad  accountants.  Eventually  it  would  be 
very  desirable  if  the  decisions  of  such  a  joint  committee  could  be  pub- 
lished from  time  to  time  after  approval  by  the  National  Association. 

Respectfully  submitted, 

H.  C.  HASBROUCK,  Chairman,  Sub-committee. 
W.  M.  HAMMOND 
GEORGE  C.  MATHEWS 
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